The Banking 


Published on the fir fifteenth of every m 


THOMAS B. PATON, - - - - Editor ar 
CHARLES Kk. DABNEY, - - Bu 


p ¢ 
roprietor 
roprie rT. 


siness Manager. 


Subscriptions, per year 
= six months 


Single numbers. . 
e - (to subscribers for 





Devoted to banking and financ 
Contributions on topics of present interest welcon 


Address all communications to the « 
Wall street, New York City 


THE action of India in closing her 
mints to the free coinage of si!ver came 
with unexpected suddenness. This, and 
the president’s proclamation calling an 
extra session for August 7th, to consider 
and remedy the financial situation, af- 
belief 
that the financial policy of the govern- 


fords abundant reason for the 
ment, particularly as to silver, will soon 
be changed. This early meeting of con- 
gress is a matter for congratulation, for 
it is evident that one of the chief factors 
which is injuring business and depress- 
ing enterprise, is uncertainty respecting 
the government’s future policy. All will 
await with the action of 


keen interest 


the new congress. 
e 


AMONG the proposals offered as a tem- 
porary remedy for the present unsatis- 
factory financial situation, the following, 
made by Mr. W. W. Flannagan, president 
of the Southern National Bank of New 
York through the columns of the New 


Law Journal. 


York Zimes, impresses the mind withits 
practicability. 

‘*1, Repeal the Sherman law so as to 
Maintain our present standard or unit 
of value and demonstrate to the world 
our intention to keep faith. 

2. Authorize national banks to issue 
circulation to the par value of bonds de- 
posited.”’ 

While the 


cause 


former would remove the 
of much of the existing distrust, 
and consequent withholding or contrac- 
tion of credit, the latter would add to 
the volume of good money in circula- 
constitute an additional and 


tion, and 


much needed ioanable fund. Thesame 
proposition has been made by ex-Con- 
gressman H. G. Burleigh of Whitehall, 
New York. Mr. Flannagan further states 
that 


present 


when the country is out of the 


trouble, the problems to be 
solved are’ 


‘*r. The 


ments; 


maintenance of gold pay- 
2. The provision of an elastic circula- 
tion to meet the requirements of trade; 
3. The disposal of the silver bullion 


now in the treasury vaults.”’ 


Tue plan of issuing loan certificates 
upon deposits of approved collateral is 
an admirable modern invention which, 
while safe, effectually eases the money 
market in time of unusual demand upon 
it. While the certificates so issued do 
not come within the provisions of the 
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ten per cent. tax law, they are practic- 
ally a circulating medium between banks 
within the clearing house, and are just 
as available for payments of balances, 
as actual, legal tender. Their use in 
the clearing houses throughout the coun- 
try is becoming more general, as know- 
ledge of their benefits, extends. 

WHILE financial distrust remains, and 
banks unexpectedly fail, a matter of 
more than usual importance is the lia- 
bility of banks, entrusted with out-of- 
town items for collection, for the de- 
faults of correspondents to whom the 
paper is transmitted. The law, as is 
well known, is not uniform upon this 
question, but in some states the sending 
bank is held answerable, practically as 
insurer, for all defaults ot subsequent 
agents, while in others, due diligence 
only, in the selection of, and transmis- 
sion to, a proper correspondent, is re- 
quired, any default of the latter being 
the loss of the depositor or owner. As 
banks are, in general, inadequately re- 
munerated for collections they are not 
willing, as a rule, to act as insurers for 
correspondents in those states where the 
law imposes that liability, and a familiar 
means of limiting that responsibility is 
by notice printed in the pass-books of 
customers. 

At the present time, by reason of the 
frequency of bank failures, the question 
of protection from loss by reason of cor- 
respondents’ defaults has received con- 
siderable attention by banks, and lim- 
ited responsibility notices, have been 


We cite a few that have 
come under our notice. 

The Clearing-house Committee of 
Philadelphia recently passed the follow- 
ing resolution, and notice thereof has 
been given by Philadelphia banks to 
their correspondents: 


very general. 
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Checks, drafts, notes, acceptances and other items 
not payable in this city are received and forwarded 
for collection at depositor’s risk only, until we have 
received final actual payment. 


The banks in Omaha have sent out 
the following notice: 


By reason of the somewhat unsettled condition of 
financial affairs in some parts of the West as well as 
the East, and as in the remittance of drafts and collec- 
tions on remote points it is impossible for us to know 
fully the condition of the banks to which we may send, 
you will please take notice that any collection re- 
ceived from you by us, until further notice, is only 
taken by us on condition that the draft from the col- 
lecting »ank to us in payment shall be finally honored 
and the credit actually received by us. We wll do 
the best we can in selecting banks to make collections, 
but as remittances by them have to be made (to save 
expense of paying express on currency) by draft on 
money centres, such as New York, we must have the 
draft duly honored before we can give final credit. 


From Milwaukee this notice: 


Checks, drafts, notes, acceptances and other items 
not payable in this city, are received and forwarded 
for collection at depositor’s risk only, until we have 
received final actual payment. 


The Cincinnati banks sent out this 


notice: 


Checks, drafts, notes, acceptances and other items 
not payable in this city, are received, credited and 
forwarded at depositor’s risk only, until we have re- 
ceived satisfactory returns for the same. 


A Baltimore bank sent out this notice: 


N. B.—In receiving items on places outside of Bal:i- 
more this bank assumes no responsibility, beyond due 
diligence, for any loss in the mails or by reason of any 
negligence or default of its correspondents 


Rhode Island banks informed their 
New York correspondents that 


This bank in collecting for its depositors or others 
assumes no responsibility beyond the exercise of due 
diligence and care. 


An Iowa bank advises its correspond- 
ents that 


This bank 1n receiving collections acts only as your 





agent, and does not assume any responsibility be- 
yond due diligence on its part, the same as on its own 


I aper 


° 
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Fort Wayne banks have sent out this 
notice: 


Checks, drafts, notes, acceptances and other items, 
not payable in this city, are received, credited and 
forwarded at depositor’s risk until we have satisfac- 
tory returns for same. 


The Detroit (Mich.) banks informed 
their New York correspondents that 


This bank in receiving collections acts only as your 
agent, and does not assume any responsibility be- 
yond due diligence on its part, the same as on its own 
paper. 


A Cincinnati bank sent out this brief 
notice: 
Paper not payable inthis city is received and for- 


warded for collection at your risk, but we usethe same 
care that we would with paper owned by us. 


ln many of the states from which 
these notices issued, the law imposes 
the insurance responsibility upon bank- 
ers; but in others, under the law, their 
liability ceases upon transmission of col- 
lection items to a suitable correspondent. 
This latter is the rule, for example, in 
Iowa, and Nebraska; but 
even where the law does not impose the 


Wisconsin 


responsibility, there can be no harm in 
What 
the law is in Pennsylvania, is stated in 
our column of ‘‘Inquiries.”’ 


making assurance doubly sure. 


In our next 
issue, we trust to go more fully and ex- 
plicity, into this subject,as one of present 
interest, with reference to the law and 
the effect of limited-liability notices in 


the various states. 


WE reprint from the St. Louis G/loéde- 
Democrat, the following sensible remarks 
concerning runs on banks: 

‘‘The financial excitement in Chicago 
serves to emphasize the folly of a sud- 
den descent upon a bank by its deposi- 
tors at atime when the money market 
is stringent and the best of securities 


cannot readily be converted into cash. 

In a certain sense, people are not to 
be blamed for seeking to regain posses- 
sion of funds intrusted to a bank when 
there is danger of losing them; but in 
another sense, such a proceeding is both 
a blunder and a wrong. It is not to be 
supposed that any bank stands ready to 
pay all of its depositors out of the actual 
currency in its vaults. Deposits are not 
received and carefully laid away like 
parcels of merchandise to be handed 
back when called for. 

On the contrary, they are invested for 
purposes of profit, upon the theory that 
the entire amount will not be asked for 
at once, and that in the event of an ex- 
cessive demand, interest-bearing securi- 
ties can be instantly disposed of to meet 
the deficiency. If all the banks in the 
country should suddenly and simultan- 
eously be required to pay what they owe 
to their patrons they would all have to 
suspend, They keep large reserves of 
cash on hand, but never enough to equal 
their deposits, for that would deprive 
them of their chances of gain and make 
their business a mere matter of public 
convenience and benevolence. The de- 
posits are safe, but they are not imme- 
diately in hand, and are not expected to 
be paid in full at any moment. 

It should be remembered that the most 
of the business of the country is tran- 
sactec without the use of real money. 
Checks, drafts and bills of exchange are 
employed as substitutes for it to the ex- 
tent of go per cent. of the whole volume 
of trade. This paper serves all practical 
purposes, and obviates the necessity of 
keeping large sums of money in constant 
and promiscuous circulation for the pay- 
ment of current obligations. But for this 
fact the supply of currency would fall 
far short of the demand. There is not 


enough of itin the aggregate to liqui- 
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date all of these money-representing in- 
struments. The banks are operated ac- 
cording toa plan which includes this 
fact as its leading features. 
when a run is made upon 


one of 
Therefore, 
them under circumstances which render 
it impossible for them to call in their 
loans or to sell their securities they can- 
not at once pay off the entire claims of 
their depositors. 

Many bank failures are brought about 
by such arbitrary and unreasonable in- 
terferences with the system upon which 
their business is conducted, and the de- 
positors lose money that might have 


been saved by pursuing a_ different 


course. The ordinary conditions of 
safety are all that need to be desired, 
they 
when things are moving along in the or- 


dinary way. 


and never prove disappointing 
But when signs of trouble 
appear the general impulse is to rush to 
the banks and take away their facilities 
for the protection of their interests, 
which are also the interests of their cus- 
tomers and of the business community. 
If depositors would only take counsel of 
their judgment instead of their imagina- 
tion in times of financial flurry and un- 
certainty, it would be infinitely better 
alike for them and for the institutions 


that handle their money.” 


CONCERNING this 
following dispatch contains suggestions 


same subject, the 
of a method by which the malicious or 
careless person, who circulates rumors 
about a solvent bank, and starts a run 
upon it, may be effectually squelchked, 
and the evil effects of the rumor dissi- 
pated. 

MINNEAPOLIS, Minn., June 29.—The Irish-American 
Bank yesterday took summary action to put a stop to 
some of the alarming rumors that have been floating 


about the city and damaging its business. Otto Bader, 
a politician and proprietor of the Falls Hotel, was ar- 
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of that 


rested on a warrant sworn out by an official 
institution charging him with criminal libe!. At the 
same time he was served with papers in an action in 
which damages to the extent of $50,0c 
The prominence of Bader and the circumstam es have 
the 


are demanded. 
caused the two suits to create much gessip, and 


bank officials of the city say this action will be fol- 


lowed up by as many more as may be necessary to 


stop talk. 


CreEpIT, or the confidence of others, 
is a factor more necessary to, and more 
valuable in, the conduct of extensive 
business dealings than actual cash, for 
while cash isthe foundation, no business 
can be carried on to any great extent, 
without credit. Private credit, when 
merited, is as sacred as any other prop- 
erty right, and it is so regarded by the 
law. At the present time, when so much 
needless damage is being done to the 
credit of firms,corporations and individ- 
uals, the publication of a_ decision 
awarding a firm of merchants heavy 
damages against a credit agency, for 
falsely publishing their assignment, is a 
fitting reminder to those whose private 
credit is assailed that they are not with- 
out redress, and to those whose business 
consists in reporting upon the credit or 
business condition of financial or mer 
cantile establishments, that mistakes, 
resulting in injury to this iutangible but 
valuable species of property, must be 


fully paid for. 


But while we see that the law awards 
damages for specific injury to private 
credit, enormous needless injury to 
credit in the aggregate, may be inflicted 
in various ways, without adequate re- 
dress or prevention. 


just passed through a period of financial 


The country has 


disturbance which abundantly illustrates 
this. The 
have rolled high from ocean to ocean, 
and their levelling capacity has been 


waves of financial distrust 
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great. Not only have many institutions, 
operating on a fictitious or false basis of 
credit naturally fallen, but many more 
most worthy enterprises, by the sudden 
withdrawal of credit to which they were 
justly entitled, have been compelled to 
succumb. Toa certain extent this sud- 
den loss of confidence has been beyond 
human prevention; to a much greater 
extent, we believe it has been needless 
and could have been avoided by a proper 
method of treatment by the press of the 
country, who formulate ideas and opin- 
When 


consume 


ions for the mass of the people. 
a fire starts threatening to 

valuable property, its flames should not 
be fanned, but extinguished; and in 
times when general credit is likely tobe 
endangered, because of some undefined 
feeling of distrust, groundless doubts 
and fears should not be inflamed until 
the imagination transforms them into 


positive causes for apprehension, but 


calm, cool reasoning and judgment 
should be brought to bear, and the 
situation truthfully analysed. Yet how 
many ‘‘alarmist” headlines have ap- 





peared, how much sensational writing 
has been published, and exaggerated 
pictures of disaster drawn, the effect of 
Asa 
runs 


all of which has been injurious? 
consequence, bank 
have taken place in numerous quarters, 
and unnecessary deposit withdrawals 
have been made in large volume, with 


unnecessary 


the result of injury to general business 


by lack of accommodation, and the 
stoppage of many establishments and 
enterprises, well circum- 


stanced, from lack of available cash and 


otherwise 


contraction of credit, 

It is to be hoped that the experience 
of this last 
impress upon all who have it in their 


financial disturbance will 
power to affect general credit, the vast 
amount of harm done, by unnecessarily 
giving utterance to reports and ideas 
which undermine confidence and create 
distrust For damage to the private 
credit of an individual, the law affords 
redress; for damage to the general 
credit of the great body of legitimate 
traders, the law seems helpless to enjoin 
or indemnify. 





KANSAS COLLECTION CHARGES AND THE ANTI-TRUST LAW. 


“The 


For a decade, the lack of compensa- 
tion for the making of collections has 
been a thorn in the side of bankers all 
The work has natur- 


ally fallen into the bands of bankers, by 


over the country. 


reason of their exceptional facilities, but 
competition among the banks of any lo- 
caiity for accounts has been so keen, 
that the risk and labor of out of-town 
collections has been generally under- 





laborer is worthy of his hire.” 


taken, without any special remunera- 
tion. Of late years, dissatisfaction with 
existing methods has found frequent ut- 
terance in bankers’ conventions and 
elsewhere, and the problem of remedy- 
ing the evil and obtaining adequate com- 
pensation, has been studied in banking 
circles. Cornpetition has been the chiet 
obstacle in the way of reform; but with 


the progress of time, one banking center 
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after another has overcome this obstacle 
and agreed upon a fixed schedule of 
charges for exchange and collections to 
be observed by all. Such a schedule, 
taking effect May ist, governing the 
charges of members for collections and 
exchange, was recently adopted by the 
Kansas City Clearing-House Associa- 
tion*, and following this lead, the banks 
in many localities throughout the state 
of Kansas, adopted fixed rates for col- 
lections and exchange. The following 
circular was issued by the banks of 
Ottawa, Kansas, to their customers: 


To Our CUSTOMERS: 

The rules of the Kansas City banks adopted 
May Ist, compel the banks throughout the state 
to make a corresponding charge for collecting 
checks On all points except the chief cities of 
the country. The following rates are as reason- 
able as can be afforded by the banks in Ottawa 
on such collections and in selling exchange. 

Bank checks or drafts may be taken at par 
when drawn on Ottawa, Kansas City, St. Louis, 
Chicago, New York and a few other of the prin- 
cipal cities of the country, and on banks having 
a current account with a bank in Ottawa. 

For bank checks on other points, CREDITED or 
CASHED for any party, a charge will be made of 
atleast 15 cents per $100 or fractional part 
thereof; and nosingle item for less than 15 cents, 

Items on points west of the Missouri river 
excepting the states of Kansas and Nebraska 
and the city of Denver, will be subject to a 
higher charge. 

Drafts on New York and Kansas City will be 
sold at the following rates: 


For $ro or less, - ~ - .05 
Over $10 and not exceeding $100, ° 10 
** $100 i - 150, - 15 
** 150 “te © 200, .20 
** 200 ig ~ 250, « 2: 
** 250 > : 300, 4 .30 
** 300 ots - 400, - .40 
** 400 ” - 1,000, - 50 


Over $1,000, five cents per hundred or frac- 
tional part thereof. 

Three or more drafts may be sold tothe same 
customer at one time at the regular rate for 
the aggregate amount, minimum charge for 
each draft not less than five cents. 


*See JOURNAL May 15, 1893, p. 380. 
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For drafts drawn with exchange on Ottawa 
parties, there will be a charge of five cents in 
addition to the regular rate for selling exchange. 

These rates are less than those charged by the 
post-office or express companies, and present to 
the public the cheapest method of remitting 
money, either in small or large sums. 

In effect atall Ottawa banks May Io, 1893. 


This action having been brought to 
the attention of the attorney-general of 


the state, the following letter, declaring’ 


the agreement for fixed collection 
charges, a violation of the anti trust law 
of the state, was sent by the attorney 
general to the county attorney at Ottawa: 


STATE OF KANSAS. 
EXECUTIVE DEPARTMENT. 

OFFICE OF ATTORNEY GENERAL, 

Topeka, Kan., May 29, 1893. 
Hon. F, A. Waddell, County Attorney, Ottawa, 

Kansas: 

Dear Sir.—Your letter informing me that many 
of the banks of Kansas have formed a trust in 
violation of the Anti-Trust law of this state, by 
entering intoan agreement or combine by which 
they are to charge a certain fixed price for col- 
lecting checks, etc., is received. Will say that 
I have just learned of the formation of these 
trusts in Kansas, and the agreement entered 
into by them falls clearly within the provisions 
of the law, the penalty of whichis a fineof not 
less than $100 and not more than $1,000 and 
also to imprisonment in the county jail of not 
less than thirty days nor more than six months 
So important did the legislature consider this 
statute that it requires the attorney-general, 
sheriffs, deputy sheriffs, mayors, marshalls, 
police judges and police officers who have 
knowledge of the violation of this law to notify 
the county attorney. 

It is hardly necessary to inform you of the 
evil effects of these combines against honest 
dealing and fair competition. I therefore hope 
you will proceed to arrest and punish all per- 
sons who have entered this combination. I will 
instruct all county attorneys in Kansas to act 
promptly in their efforts to suppress this grow- 
ing evil. 

Yours truly, 
Joun T. LITTLE, 


[Signed] ] 
Attorney-General. 


The act of the Kansas legislature of 
March 2, 1889, to declare unlawful trusts 
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and combinations in restraint of trade 
and products, provides by its first sec- 
tion, as follows: 


“Sec. 1. That all arrangements, contracts, agree- 
ments, trusts, or combinations between persons or 
corporations made with a view or which tend to pre- 
vent full and free competition in the importation, 
transp rtation or sale of articles imported into this 
state, or in the product, manufacture or sale of arti- 
cles of domestic growth or product of domestic raw 
material, or for the loan or use of money, or to fix at- 
torneys’ or doctors’ fees, and all arrangements, con- 
tracts, agreements, trusts or combinations between 
persons or corporations designed or which tend to ad- 
vance, reduce or control the price or the cost to the 
producer or to the consumer of any such products or 
articles, or to control the cost or ;ate of insurance, or 
which tend to advance or control the rate of interest 
for the loan or use of money tothe borrower, or any 
other services, are hereby declared to be against pub- 

o 


lic policy, unlawful and void. 


In this section, if at all, is contained 
the prohibition against bank combina- 
tions, claimed to be violated, and we 
may assume that the provision declaring 
against public policy and void, all com- 
binations between persons or corpora- 
tions to control the cost or rate of ‘‘other 
services,” is sufficiently broad and defin- 
ite to cover the case of an agreement 
between banks to maintain a fixed scale 
of charges for collections and exchange, 
If so, the result will be a legal contro- 


versy of intense interest over the power 
of the legislature to place such restric- 
tions upon the right of the associated 
barks to, in this manner, agree upon 
and live up to, a reasonable scale of 
charges for services rendered. Freedom 
of contract is fundamental in our law, 
and while trust combinations which con- 
trol the product and price of commodi- 
ties, stifle competition, and in other 
ways work injury to the general public, 
are against public policy, it is clear that 
there is a line of demarcation, not fully 
drawn, which separates the illegal trust 
combination from the legitimate band- 
ing together to prevent ruinous compe- 
tition, Contracts among railroad cor- 
porations to prevent ruinous or unhealthy 
competition, which do not raise rates of 
transportation above the standard of 
fair compensation, have been held not 
void as against public policy. It re- 
mains to be seen what ruling will be 
made by the Kansas courts upon the 
power of the legislature to declare 
against public policy and forbid agree- 
ments between banks establishing reas- 
onable rates for their services in making 
collections and issuing exchange. 


THE ARGENTINE REPUBLIC IN 1892, 


An elaborate report has been made to 
the government by Consul Baker at 
Buenos Ayres, which describes at great 
length the situation in the Argentine 
Republic, as it now exists, and the finan- 
cial and commercial condition and pros- 
pects of the country.* A retrospect is 


*The full report, covering 82 printed pages, is pub- 
lished in the Consular Reports of April, 1893, and can 
be had upon application to the secretary of state at 
Washington. 


given, the hostility toward the late gov- 
ernment is described, ex-president Pelle- 
grini’s explanation is furnished, and the 
abilities of the new president are stated. 
The report describes Argentine foreign 
relations, affairs of the provinces; pro- 
gress of the national territories; the 
public lands; immigration; agricultural 
industry; exports of breadstuffs; the 
crop prospects; the cattle industry; 
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enterprise of preserving meats; mines, 
mining and petroleum; timber, fish and 
manufacturing industries; railways; pub- 
lic works; interior navigation and trades, 
foreign navigation and commerce, and 
the improved condition of Argentine 
foreign trade. Statistics are given in 
detail of the trade with 
eign 


individual for- 
countries; and suggestions are 
offered as to how American trade could 
be increased. The Argentine tariff for 
1893 is published, and trade prospects 
stated. 

Speaking of the progress of the liquid- 
ation, Consul Baker says: 

‘* The liquidation which has been in 
progress here during the last year is one 
of the best signs that business is grad- 
Not only 
have all schemes of wild speculation lost 
but the 
thousand and one joint-stock companies 


ually assuming a better tone. 
their hold upon the people, 


for a thousand and one different ‘‘short- 
cuts” to get rich are in process of 
being wound up; and, though the pro- 
cess has involved and is involving the 
ruin of many who invested their money 
in good faith, yet there is a genuine 
feeling of relief that these bubbles and 
financial swindles are being wiped out 
of existence. The amount of wreckage, 
watered stock, unpaid shares, false book- 
keeping, and pledged securities of no 
commercial value which has been 


earthed and brought to the light is mat- 


un- 


ter of special wonder, now that we know 
how were the structures 
on which they were based, though at the 


time, to the infatuated fortune-seekers, 


unsubstantial 


who lost their heads and thought they 
could ‘* make brick without straw,” they 
all seemed real enough and were sought 
after as choice investments. 


The mer- 
chants of the country who, when the 
crisis overtook them 


were doing busi- 





shipments of wool and sheepskins; the 


ness in a very loose way on long credits 
have likewise ‘turned over a new leaf’ 
aud placed a salutary check upon the 
old method of ‘‘ paying on account.” 
many of them, in the process of liquida- 
tion, have suffered great losses from bad 
debts and have had to ask for exten- 
sions from their creditors abroad; but 
most of them have passed the ordeal of 
the commercial collapse without any 
serious trouble. The surpriseis that so 
few business houses, under such over- 
whelming misfortunes as have overtaken 
the country, have been forced into bank- 
ruptcy. The various private banks which 
were compelled to succumb to the de- 
mands made upon them last year, have 
all emerged from their troubles, paid off 
depositors, and are once more in the full 
tide of a more conservative system of 
banking.”’ 

Speaking of the decline in the gold 
premium, he says: 
‘*A nother circumstance which is pointed 
to as an indication of the commercial re- 
vival is the decline in the gold premium. 
A year ago the value of the gold dollar 
was $3.75 in Argentine paper currency, 
that is to say, the value of the national 
paper was 261% cents gold to the dollar. 
Now the value of the gold dollar is only 
$2.80 in paper, the value of the latter 
having appreciated to 35 2-3 cents gold 
to the dollar. There is, however, a gen- 
eral impression that the gold premium 
has been thus forced down, not by 
reason of anything particularly encour- 
aging in outlook, but 
through the efforts of the Baring syndi- 
cate, who are thus trying to unload the 
millions of Argentine stocks held by 
them upon the British public. Besides 
this, however, there is no doubt that a 
large amount of 


the financial 


foreign exchange is 
being shoved upon the market here by 
wool-buyers to pay for the new clip, 


THE 


What- 
ever may be the cause, the very decided 


which is now ready for export. 


failin the gold premium is the occasion 
of general rejoicing among tradespeople; 
and it has produced a better and more 
buoyant feeling in the market, and es- 
pecially among importers.”’ 

But while trade returns of exports and 
imports for nine months ending Septem- 
ber 30, 1892, indicate a feeling of re- 
turning confidence, the general mercan- 
tile business of the country for the past 
year has been far from satisfactory or 
profitable. The actual conditions of a 
fluctuating currency exist in the Argen- 
tine Republic, and the following words 
of Consul Baker from the midst of such 
conditions, should be taken to heart by 
the people ot the United States, as an 
object lesson in the advantages of a 
sound currency, and embodying a warn- 
ing of what would take place, if our 
legislators, through lack of wisdom, 
should deviate from a correct 
He says: 


currency 
policy. 

‘* The violent fluctuations of gold have 
rendered it impossible for importing 
houses to be sure of what they are doing. 
which 


Transactions at the time they 


were made seemed to promise good 


returns have ended in ultimate losses. 


By marking up their goods to such cur- 
reney rates as left but little to be feared 
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from the daily changes in the gold pre- 
mium, many houses have been enabled 
to go through the year very fairly; but 
no trade can be sure and safe which 
must be conducted in a fluctuating cur- 
rency, and some of the most enterprising 
merchants in the market have had, dur- 
ing the year, to record this fact to their 
sorrow. The utterly demoralized finan- 
cial condition of the general goverment 
has greatly interfered with the normal 
course of trade; and whether the finance 
minister, in the forlorn hope of being 
able to keep faith with the creditors of 
the nation, has bought or sold gold, the 
effect of thus bulling or bearing the 
market has invariably hurt somebody 
financially. Until the trade of the coun- 
try can be brought back to a specie 
basis, and the inconvertible paper cur- 
rency which now occupies the place of 
money can be 


J withdrawn from circu- 


lation, I suppose that the commercial 


public, as well as the community at 


large, must continue to buy and sell in 
a state of uncertainty as to whether their 
transactions are going to end in a profit 
or a loss.” 

The report continues with a detailed 
description of the finances, the bonded 
indebtedness, the national and provin- 
cial cedulas, and the bank circulation of 
the country; and concludes with a state- 
ment of the financial outlook, 
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COLLATERAL SECURITIES IN FLORIDA. 


In a former issue* was published that 
portion of the aduress of Mr. James W. 
Archibald before the convention of 
Florida bankers, relating to their right 
to dispose of collateral securities de- 
Mr. Archibald 
referred to the fact that there was no 


posited to secure loans, 


law in Florida giving a remedy in such 
cases; stated that the banker who has 
taken or sold any collateral without first 
filing a bill in equity, is in the power of 
the debtor, who can cause much trouble; 
and suggested that a law should be 
enacted which, while safe for the debtor 
and saving him from undue pressure, if 
any were attempted, would at the same 
time be easy of enforcement and provide 
a remedy in which the costs and ex- 
penses would be reduced to the mini- 
mum. 

Commenting upon this address, we 
naturally inquired, why it would be 
necessary to have a statute of the state 
provide a remedy to enable a banker to 
dispose of collaterals given to secure 
loans, and asking if the same right could 
not be better acquired by express agree- 
ment between borrower and _ lender, 
such as is daily made all over the coun- 
try by means of collateral notes and 
similar agreements, giving the power of 


* April 1, 1893. 


sale and application of proceeds upon 
default? 

The JourNAL has received from the 
writer of the address a statement of the 
reasons why, in Florida, such remedy 
by special agreement cannot be availed 
of. The following siatute is in force in 
the state of Florida: 


“INSTRUMENTS DEEMED MORTGAGES AND THE 
NATURE OF A MORTGAGE 


“Sec. 1981. Instruments deemed mortgages.—All 
deeds of conveyance, obligations conditioned or « 
feasible, bills of sale or other instruments of wri 





conveying or selling property, either real or personal, 
for the purpose or with the int 
payment of money, whether such 





ition of securing the 
instrur 
the debtor to the creditor, or from the debtor to some 
third person in trust for the creditor, s 11 
and held mortgages, and shall bes 





ments be from 





ll be deemed 






he same 





rules of fureclosure and the same regulations, re- 


straints and forms as are prescribed in relation t 


mortgages.” 

‘‘This peculiar statute,’’ writes Mr. 
Archibald, ‘‘makes everything of any 
nature given for the security for money 
a mortgage, and the trouble is, in Florida, 
that no agreement that can be made be- 
tween the parties can change the stat- 
ute. Of course, if there was no statute 
construing agreements for parties, they 
could make any kind of one they wanted 
to, and both would be bound by its 
terms, but with this staring bankers in 
the face, they are handicapped in their 
transactions.” 


—< pos OSes 
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LEGAL DECISIONS. II 


CURRENT LEGAL DECISIONS. 


qprass department embraces all the newly decided cases of importance to bankers, bank counsel and bank di- 
rectors. The experiences theydisclose are likewise worthy the careful attention and study of the merchant, 
the depositor, and the bank student seeking advancement. Furtherinformation regarding any case published 


herein, will be furnished on application. 


NEGLIGENCE OF DRAWEE BANK IN COLLECTING CHECK. 


NOTICE OF DISHONOR, IN NEBRASKA, MUST BE MAILED, AT LATEST, ON DAY FOLLOWING 


MATURITY; A BANK WHICH HOLDS A CHECK TWO DAYS, 
NOTICE, BECOMES CHARGEABLE FOR ITS AMOUNT. 


A BANK’S LIABILITY FOR THE 





Wood River Bank v. 


BEFORE 


NEGLIGENCE OF ITS NOTARY, 





First National Bank of Omaha, Supreme Court of Nebraska, 


April 26, 1893. 


1. The term “ protest” as applied to inland bills of 
exchange, includes only the steps essential to charge 
the drawer and indorsers. 

2. Bank checks, in this conntry, are regarded as in- 
land bills of exchange, for the purpose of preséntment 
and demand and notice of dishonor, and do not re- 
quire a formal protest in order to charge the indor- 
sers. 

3. They are also due upon presentation, and no: en- 
titled to days of grace. 

4. A bank receiving for collection, from a corres- 
pondent, checks drawn upon it by a customer, with 
instructions to protest in case of non-payment, 1s re- 
quired, in case payment is refused for want of funds, 
to give notice to the bank from which they were re- 
ceived, not later than the next day after dishonor; and 
when they are held fortwo daysin order to enable the 
drawer to provide funds for payment thereof a jury 
will be warranted in finding that the bank intended to 
accept them, and become liable thereon. 

5. The general rule is that where a bank delivers a 
note or bill to a notary public for demand, protest, 
and notice, it will not be liable for the default of the 
latter. 

6, But where such bill remains in the bank to be 
protested for non-payment by the president and man- 
ager thereof, a notary public, and who, although 
aware of the instructions to the contrary, delays 
noting for protest or giving notice, in consequence of 
which the indorsers are discharged, such notary will 
be held to be the agent of the bank, and the latter will 
be liable for his negligence. 

Syllabus by the Court. 


Error to district court, Hall county; 
Harrison, Judge. 


Action by the First National Bank of 
Omaha against the Wood River Bank. 
Plaintiff had judgment, and defendant 
brings error. Affirmed. 


Post, J. This was an action in the 
district court of Hall county to recover 
for the failure of the defendant below, 
plaintiff in error, to give notice of the 
dishonor of certain checks received by 
it for collection from the plaintiff below 
by reason of which certain indorsers 
thereon were discharged, to the damage 
of the latter. The facts as they appear 
from the pleadings and proofs, are sub- 
stantially as follows: 

Facts stated.—About the 11th day of 
January, 1887, at Ravenna, in Buffalo 
county, one Hildebrandt drew eleven 
checks, to the order of as many differ- 
ent payees, upon the defendant, the 
Wood River bank, doing business at 
Wood River, Hall county, amounting, 
in the aggregate, to $737.28. The 
checks aforesaid, were all cashed by the 
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Farmers’ Bank of Ravenna, upon the 
indorsement of the several payees, and 
upon the day above named were trans- 
mitted by it, with proper indorsements 
for collection, to the First National 
Bank of Omaha. On the evening of the 
next day, January 12th, the last-named 
bank forwarded them by mail, properly 
indorsed, for collection, to the defend. 
ant bank, at Wood River, with instruc- 
tions to protest unless promptly paid. 
The evidence is conflicting with respect 
to the time of the receipt of the checks 
by the defendant. If we regarded that 
question as decisive of the case, we 
would feel constrained to resolve it in 
favor of the defendant, notwithstanding 
the finding of the jury that they were 
received by it on the evening of the 13th. 
Both Hockenberger, the cashier, and 
Hallister, the president, testify positive- 
ly that the checks were received by the 
bank on the afternoon of the 14th. But 
the judgment is right, nevertheless. 
Bank, Delaying Payment, an Acceptor. 
It is evident from their testimony, that 
the checks were received at the bank 
before the close of business on the 14th; 
that they were opened and examined by 
the witnesses, who were both aware that 
there were no funds to the credit of the 
drawer, and who delayed giving notice 
or taking any steps for the protection of 
the plaintiff below, in order to enable 
Hildebrandt to provide funds to balance 
his account the nextday. Itisadmitted 
also, that the defendant bank continued 
to pay Hildebrandt’s checks in favor of 
home customer’s, although no entries 
appear to his credit on its books subse- 
quent to the 13th. The jury were war- 
ranted, upon the admitted facts, in find- 
ing that the bank intended to accept 
the bills, and that by its delay it became 
liable thereon. Bank v. McMichael, 106 


Pa St. 460. 
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Protest of Inland Bills and Checks Un- 
necessary, Checks like thosein question 
are to be regarded as inland bills of ex- 
change. Therefore, protest is not essen- 
tial in order to preserve the rights of 
antecedent parties, (Hughes v. Kellogg, 
3 Neb. 194; Daniel, Neg. Inst. 926; 
Chit. Bills, [8th Ed.] 500, 501,) although 
the holder is required to exercise the same 
degree of diligence in giving notice of 
dishonor as in cases where a formal pro- 
test is necessary. The term ‘‘ protest ”’ 
as applied to inland bills, is used in its 
popular sense, and means the steps es- 
sential in order to charge the drawer 
and indorsers. Daniel, Neg. Inst. 929; 
Ayrault v. Bank, 47 N. Y. 570. It was 
the duty of the defendant to promptly 
give notice of the non-payment of the 
checks, either directly to the bank from 
which they were received, or to place 
them in the hands of a notary public for 
protest and notice. Bank checks, un- 
like bills of exchange, are due on the 
day they are presented for payment, and 
not entitled to days of grace. Boone, 
Banking, 165, 250; Morrison v. Bailey, 
5 Ohio St. 13; Champion v. Gordon, 70 
Pa. St. 474; Fletcher v. Thompson, 55 N. 
H. 308; 2 Am. & Eng. Enc. Law, 398. 

Time of Notice of Dishonor. The checks 
in question were dishonored on the 14th, 
when received through the mail, and 
payment refused for want of funds. 
Both the president and cashier, the only 
managing officers of the bank, knew 
that Hildebrandt’s account was over- 
drawn. There was, therefore, no oc- 
casion for time to examine their books. 
It is said by Chancellor Kent, (3 Kent, 
Comm. 105): ‘*‘ According to modern 
doctrine, the notice must be given by 
the first direct and regular conveyance. 
This means the first mail that goes after 
the day next to the third day of grace, 
so that if the third day of grace be on 
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Thursday, and the drawer and indorser 
reside out of town, the notice may be 
sent on Thursday, but must be put into 
the post-office or mailed on Friday, so 
as to be forwarded as soon as possible 
thereafter.” 

Liability of Bank for Negligence of No- 
tary. The next inquiry is whether by 
delivering the checks to the notary pub- 
lic on the 15th for protest, the defend- 
ant discharged its duty to the plaintiff, 
for it is clear, upon authority, that that 
was the latest day on which notice could 
have been given in order to charge the 
indorsers. The rule sanctioned by the 
weight of authority is conceded to be 
that a bank which places paper in the 
hands of a notary public, with directions 
to proceed in such manner as to protect 
the rights of the beneficial owner and 1n- 
dorsers, will not be held liable for the 
failure of the notary to discharge his 
duty. See Boone, Banking, 205; 2 
Amer. & Eng. Enc. Law, 113. But this 
case cannot be held to be within the rule 
just stated. Here the notary was the 
president and managing officer of the 
bank, and who, being aware of the dis- 
honor of the checks on the 14th, did not 
protest them for nonpayment, or notify 
the plaintiff or other indorsers of that 
fact, until the 17th. It is evident, too 
that the cashier was aware of the dere- 
liction of the president, for the checks 
appear to have remained in the bank 
during all the time, and whatever was 
done by the latter by way of noting pro- 
test, giving notice, etc., was with the 
knowledge of the former. Itistrue the 
16th was Sunday, but the default oc- 


’ 


curred on the 15th. It was the duty of 
the notary, on that day, to notify the 
plaintiff, by mail, of the dishonor of the 
paper. The failure to protect the plain- 
tiff as an indorser is directly attributable 
to the fault of the managers of the bank, 
and it will not be permitted to take 
refuge behind the notary, and to inter- 
pose his negligence as a defense. Upon 
the facts of this case the notary will 
not be held to be the agent of the plain- 
tiff, but rather of the defendant. Bank 
v. Barksdale, 36 Mo. 563. 

Insolvency of Discharged Indorsers, The 
plaintiff below assumed the burden of 
proving the solvency of the first indors- 
ers, the payees of the several checks. 
For that purpose, Mr. Davis, the cashier 
of the Farmers’ Bank of Ravenna, was 
called as a witness, and testified that 
he was acquainted with the financial 
standing of the parties named, and that 
he considered them good for the amounts 
named in the checks bearing their re- 
spective indorsements. From his cross- 
examination it appeared that one or 
more of them were somewhat embar- 
rassed financially. It isnow urged that 
there is not sufficient evidence of the 
solvency of the indorsers, hence it can- 
not be said that the plaintiff has been 
damaged. This argument is fully an- 
swered by the opinion of Judge Lake in 
Steele v. Russell, 5 Neb. 211. The fact 
that the indorsers may have been unable 


to meet all obligations at maturity does 
not conclusively establish their insol- 
vency, such as to constitute a defense in 
this action. The judgment ot the dis- 
trict court is right, and is affirmed. The 
other judges concur. 
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NOTES ON NEBRASKA CHECK COLLECTION CASE, 


This case is an unusually important one for 
the attention of bankers in Nebraska as it in- 
volves an operation of daily occurrence—the 
collection of a check by mail through the me- 
diumship of banks—and announces rules which 
will serve as a guide to bankers in the perform- 
ance of various acts necessarily connected with 
that operation. 


The transaction involved was this: A custom- 
er of the Wood River Bank on January 11th 
drew eleven checks on that bank, payable to 
eleven different payees, in business in Ravenna, 
the checks being delivered at that place. Upon 
the indorsements of the payees, the Farmers’ 
bank of Ravenna cashed the checks, and in- 
dorsed and transmitted them for collection to 
the First National Bank of Omaha. On the 
evening of the following day, the Omaha bank 
indorsed for collection and mailed the checks 
direct to the drawee, the Wood River Bank, 
with instructions to protest unless promptly 
paid. On January 14th, the checks were re- 
ceived by the Wood River Bank. There were 
no funds, but that bank did not deliver the 
checks to the notary for protest until January 
15th (Saturday) and the notary did not protest 
or give notice until January 17th (Monday). 
This is held too late and the indorsers being 
discharged, the Omaha bank sues the Wood 
River Bank for damages, charging negligence. 


The first point to be noted is that the checks 
were sent direct to the drawee bank, instead of 
to an independent agent in Wood River. There 
are cases which hold that a collecting bank 
should not transmit an obligation direct to the 
payor, for the reason that it puts it within the 
power of the debtor to destroy the evidence of 
debt and deny the obligation. But so far as 
collection of items drawn upon banks are con- 
cerned, the established relations and course of 
business between these institutions frequently 
lead to such direct transmission, and there is 
not the same reason against the practicein such 
cases, for the paying bank is not the debtor, 
but only his agent, and is agent of the creditor 
as well. The present decision impliedly recog- 
nizes and sanctions the propriety of the prac- 
tice of direct transmission tor collection to the 
drawee bank, for no word of censure, or intima- 
tion of negligence is expressed against the 
Omaha bank for its course in the premises. The 
decision also establishes the ability of a drawee 
bank to act as agent for both parties, of the 
checkdrawer to make, and the owner to collect, 
payment, and its capacity to make a valid pro- 
test and give notice in the latter relation. See 
upon this latter point, the article ‘*‘ Protest By 
Drawee Bank,” in 7B. L. J. 299. 


The checks having reached the drawee bank 
on the 14th, when were they payable? The ex- 
isting statute of Nebraska, entities ‘‘ all notes, 
bonds or bills” made negotiable by law, to 
three days grace. A new law, passed at the 
last session and shortly to take effect, excepts 
from the grace laws ‘‘ bank checks and instru- 
ments payable on demand.” But irrespective 
of this new statutory exception, bank checks, 
this decision shows, do not carry grace under 
the existing law, but are due upon presentation. 


The checks being due and payable on the 
14th, when received, at which time there were 
no funds to meet them, what then? The in- 
structions were to ‘‘ protest unless promptly 
paid.” The court construes the term ‘* protest” 
as applied to inland bills of exchange—in which 
class of instruments for purposes of present- 
ment, etc,, checks are embraced—as not requir- 
ing a formal protest by a notary, but only the 
demand and notice necessary to charge indors- 
ers. Consequently, if a bank, although ex- 
pressly instructed to PROTEST an inland check 
or bill, should omit the formal notarial act, and 
merely make proper demand and give proper 
notice it could not be held negligent in the 
premises. But as matter of fact, by reason of 
the fee attached, notarial protests are univers- 
ally made. This case suggests the inquiry 
whether, the act being declared unnecessary to 
hold indorsers, the fee could be collected, if 
disputed? Probably yes, for the court only 
affirms the non-necessity of formal protest in 
connection with an inquiry into the agent's lia- 
bility for negligence, and seems to recognize 
that, although unnecessary in order to charge 
indorsers, still the agent may rightfully make it. 
Note this language: ‘‘It was the duty of the 
defendant bank to promptly give notice of the 
non-payment of the checks, either directly to 
the bank from which they were received, or 
to place them in the hands of a notary public 


for protest and notice.” 


The bank, it will be noted, is held liable in 
two capacities One, as ACCEPTOR, its delay in 
taking action, in connection with other facts, 
authorizing interence of obligation in that ca- 
pacity; the other, as NEGLIGENT AGENT. Although 
the finding of its liability as acceptor would have 
been sufficient for judgment against it, the 
court, nevertheless, discusses, as well, the lia- 
bility of the bank in detail, growing out of its 
acts and omissions as agent; and from this dis- 
cussion, we gain greater light upon certain 
points in Nebraska law, of direct practical in- 
terest to all banks in the state who act as col- 
lecting agents. 


— 
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One point concerns the time when notice of 
dishonor must be given. The Nebraska statute 
has long contained a provision that indorsers 
may be sued upon negotiable instruments, the 
indorsee ‘* having first used due diligence to ob- 
tain the money of the drawer, maker and obli- 
gor,” and providing that demand on the day of 
maturity and notice ‘‘tothe indorser within a 
reasonable time,” shall be adjudged due dili- 
gence under the provisions of this chapter, un- 
less the indorsement shall express, in writing, 
other conditions.” 

Notice of dishonor, then, under the Nebraska 
statute must be given within a ‘*‘ reasonable 
time,’ but what the exact limit of that reason- 
able time is has never been heretofore fixed by 
the Nebraska courts, although several cases 
have been decided declaring the notices of dis- 
honor therein involved, sufficient. The present 
decision, it will be seen, fixes with certainty the 
‘* reasonable time,’”’ where the indorsers reside 
in another place. The notice must be mailed 
not later than the next day after dishonor, and 
this is true whether the bank itself mails the 
notice, or acts through a notary. Delivery to 
the notary on the day after dishonor, and mail- 
ing of notice by the notary on the following 
business day, will not constitute reasonable dil- 
igence, and indorsers will be discharged. This 
is clearly and positively settled by the present 


TAXATION OF NATIONAL 


decision, and for this increased certainty in the 
law upon this point, Nebraska bankers may 
congratulate themselves. 


Another point decided is as to the liability ofa 
bankin Nebraska, for the negligence of its notary. 
The notary did not give sufficient notice, and in 
dorsers were discharged. Was the bank liable? 
Ordinarily, says the court, abank will not be 
liable for the failure of a notary, to whom it has 
entrusted paper for action, to discharge his 
duty; but the present case is held to constitute 
an exception and the bank is liable, because 
the notary was the president and managing 
officer, and his omission was the fault of the 
bank’s manager, for which it will be held. For 
a collection of all the decisions on this subject, 
see the article *‘ Responsibilities of Banks for 
the Negligence and Defaults of Notaries,” in 
the JouRNAL of November 15, 1891, (5 B. L. J. 
332.) 


The remaining point, passed upon by the 
court, relates to the measure of damages as- 
sessed against a collecting bank, through whose 
negligence indorsers are discharged. The in- 
solvency of indorsers, and consequent non- 
damage to holder, is held not proved from the 
factthat they may have been unable to meet 
all obligations at maturity. 


BANK SHARES IN OHIO. 


SHAREHOLDERS’ DEBTS NOT DEDUCTIBLE FROM VALUE, 


NATIONAL BANK SHARES NOT “CREDITS” 


BUT “INVESTMENTS IN STOCKS” UNDER 


OHIO STATUTES. 
Niles v. Shaw, Supreme Court of Ohio, May 9, 1893. 


Our tax laws do not authorize the deduction from 
the value of shares in a national bank, entered on the 
duplicate for taxation, of legal, bona fide debts owing 
by the holder of such shares of stock 


Syllabus by the Court. 


Action by Charles P. Niles, a share- 
holder in a national bank against A. P. 
Shaw, treasurer of Hancock county, to 
restrain the collection of certain tax as- 
sessments, 

Niles was the owner of 275 shares of 
stock of the First National Bank of 
Findlay, and their valuation was fixed 


at $26,129 and placed by the auditor 
upon the tax duplicate of 1890 at that 
valuation, without notice to the owner. 
At that time 


Niles’ collectible credits were. . $850 
His bona fide liabilities 


eee 24,0c9 
COE ctesesesoesacesenens 23,150 
Which he claimed to be entitled 
to deduct from the value of 
eee eee 26,129 





Leaving the true amount to be 
placed upon the tax duplicate 3,000 





i 
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Niles being assessed upon the full 
value, instead of upon $3,000 as claimed, 
petitioned for an injunction, which was 
demurred to, and the demurrer sus- 
tained in the court below. Upon ap- 
peal to the supreme court of Ohio, their 
decision is as follows: 


Per Curiam. We think the de- 
murrer was properly sustained. Irre- 
spective of the question whether or not, 
in arriving at the correct amount of prop- 
erty subject to taxation, legal, bona fide 
debts owing by a debtor can be deduct- 
ed from credits owing to him (consid- 
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ered in Bank v. Hines, 3 Ohio St. 1, and 
in Latimer v. Morgan, 6 Ohio St. 279), 
we are of opinion that shares of stock 
in a national bank are, within the mean- 
ing of sections 2730, 2731, Rev. St., 
‘investments in stocks,’ and not 
‘‘credits,” and that, in determining the 
amount to be charged on the duplicate 
for taxation against a stockholder in a 
national bank, bona fide debts owing by 
such stockholder, cannot be deducted 
from the value of his shares. 
Judgment affirmed. 


BurkeET, J., did not sit in this case. 


Liability cf Commercial Agency for Libel. 


A Decision which Shows how Jealously the Law will Guard the Credit of Bankers, Merchants and Tradesmen, 
and the Responsibility Imposed upon Mercantile Agencies for the Publication of False Information. 


“Good name in man or woman, is the immediate jewel of their souls: who steals my purse, steals trash; ’tis 
something, nothing; ’twas mine, ’tis his, and has been slave to thousands: But he, that filches from me 
my good name, robs me of that which tot enriches him, and makes me poor indeed "’—/ago in Othello. 


Mitchell v. Bradstreet Company, supreme court of Missouri, Div. No. 2, May 2, 1893 


In November, 1889, Mitchell, Smith 
& Co. kept a general store in the town 
of Sugar Loaf, Clebourne county, Ar- 
kansas, their stock consisting of such 
goods as are usually carried by country 
merchants, On November 25th, the 
Bradstreet Company, in their daily 
sheet issued in St. Louis, published the 
following: 

‘Mitchell, Smith & Co., of Sugar Loaf, 
Arkansas, G. S. assigned.” 

At the time of this publication Mit- 
chell, Smith & Co. had not assigned, 
but were doing a large credit business 
with farmers. Owing to the partial 
failure of the cotton crops in their sec- 
tion of the country, they were unable to 


collect in full debts due to them, and 
were dependent upon their credit and 
standing among their creditors as a 
means of successfully prosecuting their 
business. They were somewhat in- 
debted to parties in the city of St. Louis, 
but their assets were ample to meet and 
pay all of their liabilities had their credit 
and standing among creditors been un- 
impaired by the publication. Upto that 
time the creditors of the firm were rest- 
ing satisfied, and their business was 
being pursued in a safe and compar- 
atively prosperous manner. The pub- 
lication was through the medium of 
what is known as ‘‘Bradstreet’s Sheet,” 
a daily paper published in the city of 
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St. Louis, and circulated among the 
merchants of that city and surrounding 
states. It was shown that the Brad- 
street Company was notified in a day or 
two after the publication that the same 
was false, but it declined, or failed in 
the subsequent issue of its sheet, to re- 
tract or apologize, or make any explan- 
ation of the publication. The firm, prior 
to this publication, had good credit in 
the city of St. Louis,—that is, credit to 
an extent commensurate with all their 
necessities; but on the coming out of 
the statement that they had assigned, 
their creditors became restless, some of 
them placing their claims in the hands 
of attorneys, some writing urgent let- 
ters, and one stopping goods in transit, 
while others in St. Louis became exceed- 
ingly apprehensive, and by their repeat- 
ed inquiries at the office of Hill, Fon- 
taine & Co., the firm’s principal credit- 
or, compelled the latter to take urgent 
steps upon their claim. This resulted 
in the sale by Mitchell, Smith & Co. of 
their property at a sacrifice, the suspen- 
sion of their business,and injury of their 
credit. 

Suit was thereupon brought against 
the Bradstreet Company, for damages. 
That company’s first contention in bar 
of liability was that the publication 
sheet was privileged, in the absence of 
motives, as to subscribers who were 
creditors of plaintiffs, and that the trial 
court erred in allowing the proof of pub- 
lication to such subscribers. 

The supreme court says: ‘‘If the proof 
showed that no other persons than the 
creditors of p'aintiffs had received the 
publication sheet in which the libelous 
matter is shown to have been published, 
there are authorities which hold that, in 
the absence of malice in the publication, 
owing to the confidential relations ex- 
isting between such creditors and the 


defendant, the publication was privi- 
leged, and that defendant was not liable 
in damage therefor, although the same 
was false. In the case of TZrussell v. 
Scarlett, 18 Fed. Rep. 214, it was held 
that, when a mercantile agency makes a 
communication to one of its subscribers 
who has an interest in knowing it, con- 
cerning the financial condition of an- 
other person, and when such communi- 
cation is made in good faith, and under 
circumstances of reasonable caution as 
to its being confidential, it is a protect- 
ed, privileged communication, and an 
action for libel cannot be founded upon 
it, even though the information given 
thereby was not true in fact,and though 
the words themselves are libelous. See, 
also, Locke v. Bradstreet Co., 22 Fed. 
Rep. 771. But the answer in the case 
at bar admits, and the proof shows, that 
the publication sheet under considera- 
tion was not only sent to the creditors 
of plaintiffs, but was sent to all of the 
subscribers of defendant, regardless of 
their location or interest in the financial 
standing of plaintiffs. While it may be 
conceded that the business of defendant 
is a laudable one, and, in so far as it 


concerns the’ tradesmen, bankers, 
manufacturers, and business of the 
country, almost indispensable, yet 


when a company for hire—a moneyed 
consideration paid to them—makes a 
false statement or publication as to the 
financial standing of any person or per- 
sons or business firm, sends it all over 
the country to persons who are not the 
creditors of any such person or firm, as 
well as to those who are, and ruins them 
in their credit and business, and then 
claims immunity from liability therefor 
upon the ground that such publication 
was privileged, we are not inclined to 
give our sanction to a doctrine which 
seems to us to beso harsh, and so un- 
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just; and in this position we are sus- 
tained by courts of high authority.” 

‘‘The law guards most carefu'ly the 
credit of all merchants and traders. Any 
imputation on their solvency—any sug- 
gestion that they are in pecuniary diffi- 
culties—is therefore actionable without 
proof of special damages. Of merchants, 
tradesmen, and others in occupations 
where credit is essential to the success- 
ful prosecution, any language is action- 
able, without proof of special damages, 
which imputes a want of credit or re- 
sponsibility or insolvency.” 

‘In the case in hand the defendant 
was not even applied to by any of its 
patrons for information in regard to the 
financial standing of the plaintiffs, and 
the publication of the statement that 
plaintiffs had assigned was merely vol- 
untary on their part, false in fact, and 
compelled them to retire from business. 
When asked to retract the statement, 
they declined to do so. Under such 
circumstances, the statement was in no 
wise privileged. The information ac- 
quired by defendant was its own, and 
was communicated to others or made 
public in such form and upon such terms 
as it dictated. Neither the welfare nor 
convenience of society will be promoted 
by a publication of matters, false in fact, 
injuriously affecting the standing and 
credit of merchants and tradesmen, 
broadcast through the land, within the 
protection of privileged communica- 
tions. While the defendant's business 


is lawful, yet in its conduct and man- 
agement it must be subjected to the or- 
dinary rules of law, and its proprietors 
and managers held to the liability which 
the law attaches to the like liability of 
others.” 


The next contention of the Bradstreet 
Company was that the publication was 
true,—that plaintiffs were in fact insol- 
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vent at the time thereof. The court 
says: ‘‘A firm is understood to be in- 
solvent when unable to pay its debts as 
they fall due in the usual course of trade 
Bouv. Law Dict. ‘‘Insol- 
‘It implies as well the 


or business.” 
vency,” 809. 
present ability of the debtor to pay out 
of his estate all of his debts, as also 
such attitude of his property as that it 
may be reached and subjected by pro- 
cess of law, without his consent, to the 
payment of such debts.” Zddy v. Bald- 
win, 32 Mo. 369; Thompson v. Thompson, 
4 Cush, 127; Walton v. Bank, (Colo. 
Sup.) 22 Pac. Rep. 440. We do not 
think that this contention is borne out 
by the evidence, as, according to the 
statement of Mitchell, one of the plain- 
tiffs, who testified in the case, and who 
knew all about the business of the firm 
and its assets, it had ample available 
means with which to have liquidated its 
indebtedness.” 

Remaining points decided by 
court are: The publication was libelous 
and actionable ger se, and proof of spe- 
cial damage was not necessary to recov- 
ery. Also, a verdict for $5,500 is not 
excessive, in view of the fact that the 
plaintiffs were doing a large and lucra- 
tive business, principally upon credit, 
and the act of defendant compelled them 
to retire therefrom and almost entirely 
destroyed their credit. 


the 


Mortgages in Michigan. 


Effect upon Validity, of Failure to Record 


Distinction Between Mortgages of Land, and Chattels. 


Haug v. Third National Bank of Detroit, Supreme 
Court of Michigan, April 7, 1893. 


How. St. § 6190, provides that every 
sale or assignment of goods and chattels, 
and every assignment by way of mort- 
gage or security, unless accompanied by 
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delivery or change of possession, shall 
be void as to creditors. Section 6193 
provides that every instrument intended 
as a mortgage of goods and chattels, 
which shall not be accompanied by an 
immediate delivery, and followed by 
actual change of possession, shall be 
void, as against the creditors of the 


mortgagor, unless recorded. Thecourt 


holds that such statute refers only to 
mortgages of chattels, and that a failure 


to record a mortgage of land does not 
make such instrument void, as against 
the assignee and creditors of the mort- 
gagor. 


Request by Indorser for Non Action 
upon Note. 


Demand and Notice Thereby Waived. 
Markland v. McDaniel, Supreme Court of Kansas, 
May 6, 1893. 

Where indorsers of a negotiable prom- 
issory note tell the holder before ma- 
turity not to do anything with the note, 
and that they will pay it, it is unneces- 
sary, in order to charge them as such 
indorsers, that formal demand of pay- 
nrent be made on the maker, and notice 
given to the indorsers of his failure to 
but demand and notice will be 
deemed waived. 

In so deciding, the court says: 


pay, 


‘‘Counsel contends that a waiver of 
protest must be in writing, though he 
states that there are many authorities 
upholding the opposite view. The law 
is well settled, not only in this state, but 
generally, that a verbal waiver is suffi- 
cient.” 


Statute of Limitations upon Mortgage 
and Note. 


Culp v. Culp, Supreme Court of Kansas, May 6, 1893. 


In an action to foreclose a mortgage, 
the court holds: 
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1. Where a promissory note secured 
by a mortgage is barred by the statute 
of limitations, an action to foreclose the 
mortgage cannot be maintained. 

2. Acreditor who must take affirma- 
tive action to obtain a right or remedy 
cannot safely sit still when he might act, 
nor long delay the taking of such initia- 
tory steps as will enable him to main- 
tain the action; and where he fails to 
act or take the essential steps within a 
reasonable time the statutory limitation 
will run. 

3. The maker ot a note secured by a 
mortgage removed from the state after 
the maturity of the note, and was ab- 
sent until his death. No administration 
was ever had upon his estate, nor were 
any steps taken to enforce the collection 
of the secured debt until about ten years 
after his death, when an action to fore- 
close the mortgage was begun. Se/d, 
that the action was barred. 


Enforcement of Note Against Surety. 


When Surety Not Released by Agreement to Extend. 


Beasley v. Boothe, Court of Civil Appeals of Texas, 
April 6, 1893 


In an action against a surety upon a 
promissory note, the court holds: 

1, An agreement to extend the time 
of payment of a note, in consideration 
that the maker will pay the payee a cer- 
tain other matured debt owing by the 
former to the latter and pay the interest 
on the note, is nudum pactum, and the 
surety on the note is not thereby re- 
leased. 

z. Jt appeared that the maker was 
solvent when the note matured, but in- 
solvent when the action was brought; 
that, after it was due, the surety re- 
quested plaintiff to enforce collection, 
but the latter refused, because of an 





20 THE BANKING LAW JOURNAL 


agreement to extend; that the surety 
claimed that he was released, which 
plaintiff admitted; and that therefore 
the surety neglected to protect himself. 
Held, that in the absence of an allega- 
tion in the answer, and of proof, that 


Usury by National 





but for such admission by plaintiff the 
surety would have given the former the 
notice in writing prescribed by law, re- 
quiring him to bring suit, plaintiff was 
not estopped from enforcing the note 
against the surety. 


Bank in Illinois. 


The Illinois Statute Prohibiting Corporations from Pleading Usury Construed. 


While Penalty Cannot be Invoked, Usurious Agreement 


Union National Bank v. Louisville (etc.) Ry. 


A national bank in Chicago discount- 
ed for the Louisville, New Albany and 
Chicago Railway Company, its six 
months’ note for $150,000 at six per 
cent. The loan was made in pursuance 
of an agreement that the railway com- 
pany should endeavor to procure the 
Chicago and Western Indiana Railway 
Company as a depositor with the bank, 
and in case of failure so to do, the na- 
tional bank should have, in lieu of such 
deposit, a commission of 2% per cent. 
upon the $150,000, in addition to the 
six per cent. The railway company 
paid its note, but failed to procure the 
anticipated depositor. No part of the 
commission of 214 per cent. having been 
paid, the bank sued the railway com- 
pany for the amount and suffered de- 
feat. The decision is summarized. 

2% per cent, Commission Usurious. The 
court holds that the agreement for an 
additional 2% per cent. was in the na- 
ture of an agreement to pay interest 
upon the loan in addition to the six per 
cent, per annum reserved in the note. 
The use of the money was the only pos- 
sible consideration for such agreement. 


Nevertheless Prohibited by Law, and Unenforceable. 


Co., supreme court of Illinois, May 9, 1893. 


While called ‘‘commission,” there was 
no go-between, but the transaction was 
direct between bank and borrower. The 
rate of interest in Illinois is limited to 
six per cent. on oral and eight per cent. 
on written contracts. After the original 
reservation of six per cent. in the note 
(although 8 per cent. might have been 
lawfully reserved in the written contract) 
the additional two per cent., or any 
other rate, could not be lawfully re- 
served or agreed to be taken or paid by 
parol, and the oral agreement for fur- 
ther interest (234 per cent. commission 
on six months’ loan equalling 5 per cent. 
per annum) was in violation of the 
statute. 

Lffect of Illinois Statute that Corporation 
Cannot Plead Usury. Section 11 of the 
interest law of Illinois provides as fol- 
lows: 


“Sec. 11. No corporation shall hereafter interpose 
the defense of usury to any action.”’ 


It was urged on behalf of the bank 
that the effect of this section is to create 
an exception in cases where corporations 
are debtors, so as to take all cases of 
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that character out of the operation of 
the statute. The theory urged was that 
because a corporation cannot set up 
usury as a defense, any person or cor- 
poration dealing with a corporation, 
may lawfully exact such rate of interest 
as may be agreed upon, whether in ex- 
cess of the statutory limit or not,so that, 
where a corporation is the debtor, no 
rate of interest is fixed by the laws of 
the state. 

To this contention, the court refuses 
assent. The court holds that while a 
corporation cannot set up and seek to 
enforce the forfeiture or penalty im- 
posed by the statute (sec. 6, providing 
for forfeiture of interest and recovery of 
principal only, in cases of usurious con- 
tracts) it does not follow that the statu- 
tory prohibition against usury has no 
application to corporations; nor that, 
because the corporation is incapable of 
interposing the defense of usury, the 
law will treat the contract as valid and 
enforce it according to its terms. The 
Illinois statute contains both a prohibi- 
tion and a penalty. While the penalty 
cannot be invoked in favor of a corpora- 
tion, the prohibition remains wholly un- 
affected by the provisions of section 11. 
In such a case, although no forfeiture 
or penalty is imposed, the agreement as 
to interest, being in contravention of 
the statutory prohibition, will be void 
and incapable of enforcement, and only 
the rate of interest given by law in the 
absence of contract, will be collectible. 
The court continues: , 

‘*‘In the present case, then, the section 
of the statute imposing a penalty may 
be left out of view, as inapplicable; but 
still the prohibitory part of the statute 
remains, making it unlawful for any 
person or corporation to directly or in- 
directly accept or receive, for the loan 
or forbearance of money, any greater 


rate than 6 per cent. by oral agreement, 
or greater than 8 per cent. where the 
contract is in writing. It follows that 
the rate of interest which mvy be taken, 
reserved, or charged, whether the bor- 
rower or debtor is a natural person or a 
corporation, is fixed by the laws of this 
state; and the case does not come within 
that provision of section 519; of the Re- 
vised Statutes of the United States 
which allows national banks to take 
or charge interest at a rate not exceed- 
ing 7 per cent. where no rate is fixed by 
the laws of the state. The rate of in- 
terest which may lawfully be contracted 
for being limited to 6 per cent. where 
the contract is oral, and to 8 per cent. 
where it is in writing, whoever the debt- 
or or borrower may be, national banks 
are, by section 5197 of the federal stat- 
utes, limited to the same rates; and by 
section 5198 the reserving or charging 
of a greater rate than is thus fixed sub- 
jects the bank reserving or charging the 
same to a forfeiture of all the interest 
agreed to be taken, and makes it liable 
in case the interest has been paid, to 
having twice the amourt of it recovered 
back by the party paying the same, in 
an action in the nature of an action of 
debt.” 

In the present case the agreement to 
pay the additional 2% per cent. com- 
mission, sought to be recovered on, is 
held usurious and void, and judgment is 
given in favor of the defendant. The 
following holding of the court below is 
concurred in, 

‘‘The court holds, as a matter of law, 
that a national bank in Illinois has no 
legal right or authority to charge or re- 
ceive interest in this state to exceed the 
rate of eight per cent,, and that the 
statute of this state which denies to cor- 
porations the right to plead usury can- 
not expand the authority of national 
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banks touching the subject, as conferred 
by, and fixed in, the national banking 
act.” 


Discount at Illinois Money Center Of 
Note made in Tennessee. 


Application of Illinois or Tennessee Law, in Consider- 
ing Defense of Usury. 


An Interesting Point for Bankers who Discount Paper 
Originating in Other States. 


Drovers’ National Bank of Chicago v. Buchanan. U.S. 
Circuit Court of Appeals, 6th Circuit, April 17, 1893 


3- 


Certain cattle-raisers in Tennessee had 
given a note for $25,000 which was _ un- 
paid at maturity, the proceeds having 
been used in their business. Thereupon 
to take up this note, two notes were ex- 
ecuted in Franklin, Tenn, for $12.500 
each, and forwarded to one C, the 
agent of the makers in Chicago. C ob- 
tained the discount of one note with a 
St. Louis bank, and the other (the note 
in suit) the Drovers’ National 
Bank of Chicago. With the proceeds, 
C paid off the $25,000 note. The Chi- 
cago bank brought suit upon the note 
in the federal court in Tennessee. It 


was as follows: 


with 


$12,500. Franklin, Tenn., Nov. 6, 188s. 
5 . 


On or before August 1st we promise to pay to the 
order of Campbell, Lancaster & Co. twelve thousand 
five hundred dollars, for value received, negotiable 
and payable without defalcation or discount, and with 
interest from date at the rate of ten per cent. per 
annum until_paid, payable at the Drovers’ National 
Bank, U. S. Yards, Chicago, Illinois 

R. G. Buchanan, [and other makers.] 


The principal defense to this note, 
was usury. It was contended that the 
note must be deemed to have been made 
in Tennessee, and as, by its terms, it is 
made payable with interest at a rate 
prohibited by the law of that state, it is 
void by that law, which declares that 
consequence upon usurious contracts, * 








* By the law of Tennessee, interest at 6 per 


cent. is allowable, and an agreement for a 
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The court, in discussing this defense, 
and holding that the law of Illinois 
and not of Tennessee governs the con- 
tract, says: 

‘* That one of the new notes which is 
date at Franklin, 
That circumstance, in the 


in suit bears 
Tennessee. 


now 
absence of all other indications, either 


in the note the extrinsic facts, 


would render it a Tennessee contract. 


or in 
But that is usually one of the least con- 
trolling circumstances to be attended to 
in ascertaining by what law a written 
In this 
makers intended the note should be used 


contract is governed. case the 
in Chicago, for the purpose of satisfying 
their unpaid obligations in the hands of 
a bank there. Their transmission of it 
by mail to Chicago, to be employed for 
that purpose by one who was to act for 
them in accomplishing what they had in 
view,—that is, the meeting of their pri- 
mary obligation on the original note,— 
was the equivalent of a manual taking 
by them of the note to that place, and 
there delivering it. Pattison v. Mills, 1 
Dow & C, 363, per Lord Lyndhurst; 

The 


Milliken v. Pratt, 
obligation of this note, upon the facts 


125 Mass. 574. 


was created 
National Bank dis- 
The contract 


disclosed by the record, 
when the Drovers’ 
counted it. 
made, and in Illinois. 


was then 
By the express 
terms it was made payable there. Thus 
the obligation was not only formed, but 
that 


two circumstances always 


was also to be solved, in state. 
These are 
very controlling. There is not, in our 
opinion, room for doubt that the law of 
Illinois applies to the solution of all 


questions pertaining to the nature and 





higher rate renders the contract void. By the 
law of Illinois 8 per cent. is allowable, and an 
agreement 


for more forfeits all interest, but 


does not invalidate the agreement for the prin- 
cipal. 
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effect of the obligation. Cookv. Moffatt, 
3 How, 295; Coghlan v. Railroad Co., 142 
U. S. 101, 12 Sup. Ct. Rep. 150; Hall 
v. Cordell, 142 U. S. 116, 12 Sup. Ct. 
Rep. 154; Story, Confl. Laws, § 280 
et seq.” 

‘‘It is hardly necessary to add that 


the fact that this case was tried in 
Tennessee in no wise changes the 
result. In whatever forum the case 


is tried, the rights of the parties must 
be adjudicated according to the lex loci 
contractus, which in this case covers as 
well the making, as the satisfaction of 
the debt.” 

But the note, while an Illinois con- 
tract, provided for a higher rate of in- 
terest than allowed by that law, and the 
court, in consequence, held that no in- 
terest was recoverable, but the bank 
was entitled to judgment for $12,500, 
the face of the note, only. 


Enforcement by Bank of Corporation 
Note. 
Federal Doctrine of Presumptive Authority in Presi- 
dent and Secretary to Execute. 





Indorsee has Burden of Proof where Note Originates 
in Fraud. 





American Exchange Nat. Bank v. Oregon Pottery Co. 
U. S. Circuit Ct., D. Oregon, June 1o, 1892. 

[In an action by the American Ex- 
change National Bank of New York 
against the Oregon Pottery Company on 
a promissory note conceded to be uncol- 
lectible by the original party by reason 
of fraud, the court holds that the burden 
of proof falls upon a subsequent in- 
dorsee to show that he took the note be- 
fore maturity, and for value, and without 
notice. This placing of the burden of 
proof of these matters upon the indorsee 
in such case is an exception to the gen- 
eral rule, the reason being that a pre- 
sumption exists that a fraudulent payee 
will place the note out of his hands, to 
have suit brought in the name of an- 
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other, and such presumption operates 
against the holder, 

Upon the question of non-liability of 
the corporation upon the note, under 
the allegation that the president and 
secretary had no authority, either by 
by-law or resolution to execute it, the 
court states the law thus: 

‘*The payee or indorser of a nego- 
tiable promissory note, signed by the 
officers of a corporation, is not required 
to ascertain whether the officers have 
authority to make the note. A corpor- 
ation formed under the general incor- 
poration laws, for the purpose of con- 
ducting business, has, so far as the law 
is concerned, the same power that an 
individual has to contract debts when- 
ever necessary or convenient in further- 
ance of its legitimate objects. 
borrow money to pay its debts. 
execute notes, 
change. 


It may 
It may 
bonds and bills of ex- 
The power to sign such paper 
may be conferred upon any officer. If 
the president and secretary sign, their 
authority is inferred from their official 
relation, All persons dealing with them 
have the right to assume that there is 
no restriction of that authority. They 
also have the right to assume, unless 
they have actual notice to the contrary, 
that a note so signed is made in the reg- 
ular course of the business of the cor- 
poration. To hold otherwise would 
destroy the negotiability of all notes 
made by corporations. Merchants’ Bank 
v. State Bank, 10 Wall. 644; Crowley v. 
Mining Co., 55 Cal. 273; 1 Daniel, Neg. 
Inst. § 381. In the absence of, an allega- 
tion that the president and secretary of 
this corporation were deprived of power 
to make this promissory note, and that 
that fact was known to the payee of the 
note and the plaintiff before they be- 
came holders of the paper, the demurrer 
to this defense must be sustained.”’ 
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Set-Off of National Bank Dividends Against Shareholder’s Liability. 


Rece.ver’s Right of Set Off not Defeated Recause Claim for Dividend Assigned Before Shareholder's Liability 
Determined by Comptroller, or Enforced. 


King v. Armstrong, supreme court of Ohio, April 25, 1893. 


The question involved in this case was 
the right of the receiver of the Fidelity 
National Bank to retain a dividend, de- 
clared upon the bank's indebtedness to 
a depositor for balance of account, and 
apply it upon his liability as a stock- 


holder of the bank. The customer had 
assigned his claim for dividend, before 
the comptroller had decided upon the 
enforcement of the stockholders’ liabil- 
ity; and the customer being insolvent, 
nothing was paid upon his assessment. 
The controversy was between the as- 
signee of the customer, claiming the 
dividend, and the receiver, claiming to 
retain it. The uecision 
the receiver’s right of re‘ention. 
official syllabus is appended: 

‘*t, When a person entitled to sha:e 
in the distribution of a trust fund isalso 
indebted to the fund, and is insolvent, 
his indebtedness may in equity be set 
off against his distributive share; and 
the right of set off will no: be defeated 
by the assignment of his claim, though 
made before the amount of his indebt- 
distributive share is ascer- 


is in favor of 


The 


edness or 
tained. 

2. Each shareholder 
banking association is individually liable 
for its debts, to the extent of the amount 
of his stock at its par value, in addition 
to the amount in the shares 


of a national 


invested 


held by him; and a receiver appointed 
to wind up the affairs of such an asso- 
ciation that has become insolvent is au- 
thorized, the direction of the 
comptroller of the currency, to enforce 
the liability of its stockholders, and co!- 
lect from each of them the necessary 
amount, up to theextent of his liability, 


under 


for the payment of the creditors. 

3. The indebtedness of the stockhold- 
ers on their individual liability, together 
with the other assets «f the insolvent 
bank, fund for the 
benefit of its creditors; and in equity 
such indebtedness of a stockholder who 
is insolvent may be set off against a 
dividend, payable out of the trust fund, 
on a balance due him on his deposit 


constitute a trust 


account with the bank at the time of its 
failure. 

4. An assignment by the stockholder 
of hisclaim against the bank, before the 
direction of the comptroller to enforce 
his liability, put after the insolvency of 
the bank, does not affect the right to set 
off his liability against the dividend due 
on his claim, nor does the fact that the 
comptroller at the time of the assign- 
ment, had not determined the amount 
necessary to be collected from the stock- 
holders for the payment ofthec e titors 
I: is sufficient that such direction has 
been given, and amount so determined, 
when the set off is made.” 
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DEPARTMENT. 


ACCOUNTANTS’ DEPARTMENT. 


These columns are intended to embrace topics of interest to accountants, and discussions of, and decis- 


ions upon, matters of law involved in various branches of accountancy. 


Cases bearing upon the management 


and distribution ot trust estates and property are published under this head. These are of impo 

i y 4 . rtance to 
trust companies, bank:rs, and all others charged with the management of trust property; as wail as to ac- 
countants employed to investigate trusts, make reports, and assist in the rendering of accounts. 


ALTERATION OF ACCOUNTANT’S REPORT WITHOUT HIS CONSENT, 


A CASE, SOON TO BE DECIDED, INVOLVING A POINT OF GENERAL INTEREST, 


A suit has recently been instituted and will 
soon be brought to trial in the Court of Common 
Pleas of New York city, involving a subject of 
interest to accountants and corporate promoters, 
As preliminary to the incorporation of mercan- 
tile, manufacturing and other enterprises, and 
the offering of shares to the public, the services 
of professional accountants are generally en- 
listed to investigate the condition of the busi- 
ness, and make report of assets, profits and the 
like. Upon when published, 
prospective investors rely, in considering the 


these reports, 
desirability of the shares as aninvestment. The 
questions brought up in the present suit involve 
the consequences which result from the inser- 
tion in an accountant’s certificate over his sig- 
nature, without his consent, of argumentative 
statements, deduced from the facts presented, 
respecting the profits which may be anticipated 
for the ensuing year, and the benefits to accrue 
to holders of stock; and the chief point of 1nter- 
est will center around the measure of damages 
recoverable by the accountant for alleged injury 
to credit and reputation where dissatisfied with 
the retraction made, 
right to insert and publish over another man’s 


Of course, no man has a 


signature, any statement of fact or opinion, 
however truthful or sound; and the question 
raised, as to the liability thereby incurred, is 
somewhat novel and unique. Deeming the 
case, by reason of its novelty, one of interest to 
many readers, we will briefly give the facts: 

The action arises out of a professional report 
made by the firm of Broaker & Chapman, pub- 
lic accountants and auditors in connection 
with a proposal to float the ‘‘H. O.” (Hornby’s 
Oatmeal) company, incorporated under the laws 
of the state of New York with $250,000 common, 
and an equal amount of preferred stock, certain 
shares of which it was proposed to offer the 
public. 

The accountant’s report, omitting the under. 
lined portion, was as follows: 


**New York, April 22d, 1893. 


Dear Sirs:—We have examined the books 
and accounts of your company and made an 
abstract of the ‘tH. O.” division of your busi- 
ness for twenty-seven months, commencing 
January tst, 18g1, and ending March 31st,1893. 
After making allowances for expenses and 
charges, which will not be incurred by the pro- 
posed corporation, we respecttully submit the 
results of our investigation. 


PROFITS, 


The net profits for twelve months end- 
ing December 31st, 1891 were... ..$22,S09.89 
The net profits for twelve months end- 
ing December 31st, 1892, were..... 
The net profits for three months, Jan- 


uary, February and March, 1893, 


34,831.06 


9,698.36 
Which, at the same ratio for the year, 


would make the profits for 1893, 





on the preferred stock ($20,000) and 


the $5,000 for the Surplus Guaranty 
Fund, a liberal profit would remain 
for the holders of the common stock, 


Total profits for twenty-seven months 
Equal to an average of....... 


SALES, 


The increase of sales, 1891 
over 1890, is. 
The of sales, 1892 


SE TE, Bhi sa denvcacds 


30.6706 per cent. 
increase 
31.6203 

The increase of sales Janu- 

ary, February and March, 

SGe8, 1.0 21.4394 = 
Equal to an average annual increase over cor- 
responding months of each year over the pre- 
vious year of 27.9101 per cent, 


Yours respectfully, 


(Signed) BROAKER & CHAPMAN, 
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A prospectus and vendor’s statement was 
issued, and in connection therewith, the ac- 
countant’s certificate was printed as above, con- 
taining the unauthorized insertion of the under- 
lined words. Thereupon, on May gth, the ac- 
countants wrote Ed, Elsworth & Co., proprie- 
tors of the H. O. business, requesting the strik- 
ing out of the clause, stating that ‘‘while the 
same might be perfectly proper as part of the 
‘vendor’s statement’ it forms no part of an ac- 
countant certificate, as it places us in the very 
ridiculous light of soothsayers.” 

Reply was made on the same day by the H. 
O. company, disclaiming any intention to mis- 
lead in any way, or to reflect upon the account- 
ants, and stating that a new prospectus would 
at once be issued, in which the suggestion of in- 
serting the clause in the vendor’s statement 
would be followed. The accountants further 
required the formal recall of the erroneous pros- 
pectuses and the publication INTER ALIA of the 
following paragraph in the public press over the 
signature of the vendors: 

‘“‘The accountants object to statements pre- 
pared by the vendors, containing statements 
and figures that the accountants are in no way 
responsible for, and of a speculative character 
(being interlined without permission), in the 
body of their certificate over their names, and, 
apparently emanating from them, and have 
accordingly ordered this notice that parties into 
whose hands the certificate has fallen may know 
that Broaker & Chapman do not issue certifi- 
cates of such a character and are accountants 
and not promoters.” 

The vendors, however, refused to make this 
public reparation. 

Suit was thereupon instituted against Law- 
rence S, Mott & Co., bankers, who were the 
promoters of the enterprise for an injunction 
and $5,000 damages. L. S. Mott & Co. have 
answered denying their responsibility, and the 
case will come up in usual course. 


**Single-Entry” and ‘‘ Double-Entry” 
Bookkeeping. 


A Request for a Condensed and Expressive Definition 
of these Terms. 


FRANK BLACKLOCK, ) 
EXPERT ACCOUNTANT, b 
BALTIMORE, Md., June 10, 1893. \ 


Editor Banking Law Journat: 


Public accountants are sometimes called upon 
to go on the witness-stand to be examined, 
cross-examined and re-examined by counsellors 
‘‘learned in the law” but who have not the 
slightest knowledge of ‘‘single” or ‘‘ double- 
entry ” bookkeeping, as now generally used in 
the United States or England. 

A question sometimes put to the accountant, 
testifying as an expert witness, is, ‘* Please ex- 
plain to the jury the difference between a set of 
books kept by single entry and one kept by 
double entry.” Or, ‘‘ What do you mean when 
you say: these books were kept by ‘double 
entry’ or ‘single entry?’ ’ 

I would like to have from some of your cor- 
respondents a condensed and expressive defin- 
ition of the terms, ‘‘ single-entry bookkeeping ”’ 
and ‘‘double-entry bookkeeping” that would 
convey to a judge or jury a clear explanation 
of what is meant when these terms are used. 

Some years ago, there was a judge who was 
noted for his integrity and intelligence, and 
who on one occasion, when an accountant ap- 
plied to be allowed a fee of $100 for equitably 
adjusting a set of books kept by single entry, 
asked the accountant what he would have 
charged if the books had been kept by double 
entry. The accountant replied, $50. ‘‘Why,” 
said the judge, ‘‘does not double-entry mean two 
entries, and single entry mean one entry of 
each transaction?” Yes. ‘‘Well,” said the judge, 
‘*T will allow your fee, but I do not understand 
why you charge twice as much for going over 
books with only one entry as you would for 
doing the work on books with two entries.” 

And the information I want is how, in a few 
words, that accountant could have explained to 
the judge that the system of grouping checks 
and balances was a quicker way to arrive at 
equitable statements of profit and loss account 
than the very long and tedious method of 
digging out profits and losses from a single- 
entry set. Yours truly, 

FRANK BLACKLOCK. 
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THE !OWA BANKERS’ CONVENTION. 


Report OF THE SEVENTH ANNUAI 


CONVENTION 


OF THE Iowa BANKERS’ ASSOCIATION, HELD 


art CouNcIL BLUFFs, 


The Annual Convention of the Iowa 
Bankers’ Association was held at Coun- 
cil Bluffs, May 23 and 24, 1893. A large 
number of delegates were present, in- 
cluding many prominent bankers of 
other States. The convention was called 
to order by President Smith, and the 
delegates were welcomed to the city by 
Mayor N. D. Lawrence in an entertain- 


ing and appropriate address. This was 


responded to by V. F. Newell, cashier 
of the Bankers’ Iowa State Bank, who 
said: 


V. F. Newell’s Response to the Mayor's 
Welcome: 


Mr. Mayor AND GENTLEMEN OF THE CONVEN- 
TION: It affords me pleasure in behalf of the 
Iowa Bankers’ Association and the gentlemen 
of the convention to thank you, Mr. Mayor, as 
the head of this beautiful city and your hospit- 
able citizens for this cordial greeting. Next to 
being a native of Iowa is to live in lowa, and I 
should judge Council Bluffs would be a good 
place in which to locate. Like many ancient 
cities Council Bluffs is built on the hills. But 
unlike them we find no stone walls or gates of 
entrance. There are no lines drawn between 
the city and the beauty and pleasures of the 
country. Your cathedral towers are not so high 
that the common people are compelled to live in 
hovels too low. Taxes are raised for schools to 
build character for the living and not to build 
pyramids in which to bury the dead. 

It is a good illustration of the civilization of 
to-day, that the governor of a city should wel- 
come 200 money changers within its 
More properly we are teachers of 
and credit. Without confidence in our fellow 
men there would be no credit, and without 
credit very little business. As by faith we show 
you our works we might be called an association 
of preachers. 

The banker is one of the factors or causes 
which have produced the social, moral, intellec- 
tual and financial conditions of this prosperous 
city. Morality is the basis of social life. Intel- 


borders. 
confidence 


lectuality perfects it, and confidence and credit 
are the natural results. 

It has been said all roads lead to Rome, and 
thereby the great exchange of values that made 
its glory possible. America is full of Romes. 

The still greater exchange of a much greater 











V. F. NEWELL. 


number of values of to-day which makes pos- 
sible the grandest civilization the world has 
ever seen is due to invention, railroads and 
banking. A value may exist, but the 
motive and bill of exchange bring it into use. 

Council Bluffs has the church, the school 
house, the bank, and happy homes. Confidence, 
credit, the locomotive and the bank voucher 
built them. Compare these forces with the 
waste energy in the Chinese wall. Was it built 
with reference to what it would produce? Did 
they issue coupon bonds for an investment to 
meet the expenses of construction? The banker 
who buys the bonds issued to build a public 
school house is more honorable and a better 
member of society than the prince who cracks 
the whip over the slaves of any king. Com- 
merce without the bank would be iike education 
without schools ; morality, without the example 
of true and pure lives, and society, without love 
or confidence in our fellow men. 


loco- 
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Iowa is first in many things, and the basis 
for general prosperity is rarely equalled. The 
thermometer of commercial life never falls as 
low or rises as high in other parts of the world. 
The reason for this is that the best peoples of the 
world have always lived where the soil was the 
deepest and agriculture most dignified. 

I trust you will pardon me for elaborating 
somewhat upon the virtues of our profession, 
for we want as large a place in your affections 
as accorded to others. Confidence and credit 
benefit the race as much as interest although 
debt may be a burden. 

Thanking you again for the pleasure here 
afforded, we will now have the pleasure of list- 
ening to our esteemed president. 


Mr. Newell’s address was received in 
a hearty manner and frequently ap- 
plauded. He was followed by S. F.Smith, 
president of the Davenport National 
Bank, and president of the association. 


The President’s Address. 


royal welcome acknowledged — Advantages of 
yearly gatherings—The Deacon who took a day 
off—The safety of banks and the best safes—The 
patience and accurateness of bank tellers—The 
model cashier—Silver, State bank notes, etc.— 
Bankers do not die young—The habit of noting 
little things—Some interesting facts concerning 
our national hymn. 


MEMBERS OF THE IOWA BANKERS ASSOCIATION 
—GENTLEMEN : The statutes of Iowa provide for 
the infliction of a penalty upon the person who 
obtains money under false pretences, but I have 
searched in vain for any law which would make 
this association liable for having inducted into 
the office of president one of its members, who 
judged from the past that an European trip 
was, by virtue of his office, in store for him. 
(Our two last preceding presidents were in 
Europe at time of annual meeting.) 

It was readily to be inferred that such would 
be the pleasures awaiting him and that the 
duties of the high office would need fall upon 
our vice-president, a man, as you all well know, 





V. F. NEWELL is a representative banker of Des 
Moines, Iowa, who has experience, knowledge, and all 
the other qualifications requisite for the most efficient 
and honorable discharge of his duties as cashier of 
the Bankers’ Iowa State Bank, and vice-president of 
the Iowa Bankers’ Association. Mr. Newell was born 
near Utica, N. Y., September 30th, 1855. Mr. Newell 
received a common school education, and when six- 
teen years of age taught school with the expectation of 
completing a college education and entering the law. 

But these ambitions were not realized. When nine- 
teen he entered the Valley Bank of Des Moines as a 
messenger and in the short space of eighteen months 
was promoted tothe position of paying teller. Within 


of literary parts. But an application to your 
hard-working, faithful and conscientious secre- 
tary fora warrant for the needed funds with 
which to go abroad, brought the answer, most 
emphatic, that former presidents had paid their 
own way, and so asearch was made. Unfor- 
tunately the applicant found his bank account 
in red, his available assets pledged as _ collateral 
and not enough ready cash to pay for a round 
trip ticket to the Columbian exposition and a 
midday lunch upon the fair grounds. 

Unwittingly your executive committee has set 
down as an opening piece upon its programme 
‘* The President’s Address.” Fortunately ample 
provision has also been made for papers and 
addresses by members up in banking and thor- 
oughly capacitated to interest and enlighten 
you, and the preliminary talk need simply be 
an introduction, like the music before a banquet, 
to the solid food that is in store for you. 

We meet here to-day under the most favor- 
able auspices and have received a royal wel- 
come—a happy foretaste of the social pleasures 
in store for us—for Council Bluffs is well known 
for its untiring hospitalities toward strangers 
who happen in its midst. It is good for us to 
have come here—to this pleasant and prosperous 
city—flecked with elegant homes and fine busi- 
ness blocks, enchanting parks and flanked by 
its bluffs, where but a few years since the Potta- 
wattomie Indians were wont to hold their grand 
powwows or council. Probably our talk and 
discussions would prove as unintelligible to 
them, if yet with us, as would their jabber have 
been to us, had our day been earlier and we 
nearer to them. 

It is well that we gather year by year, first 
here, then there, now upon the banks of the 
Mississippi, then upon the banks of the Mis- 
souri (banks are surely good meeting places for 
bankers) and again in the interior towns of our 
good state of Iowa. It gives us rest. It brings 
us together in a social way. We interchange 
ideas. We make and cement friendships. By 
correspondence many of us suspect what 
manner of men we do business with. But far 
pleasanter is the hand to hand clasp, the friendly 
converse, the mingling together in person, and 
by our annual convention, we are brought 
nearer to each other and business is facilitated. 
I do not know how it is in this western part of 
our State, but I do know that upon its eastern 
border we are always seeking bank accounts 
and especially of those who are pleased with a 


three years he was made assistant cashier. Later Mr. 
Newell was associated with the Des Moines National 
Bank. of which bank he was cashier for six years, and 


until the organization of ‘the Bankers’ Iowa State 
Bank, on March 23, 1893. Upon the organization of 
that bank by twenty-five of the most prominent bank- 
ers of Iowa, Mr. Newell was their unanimous choice 
for cashier. He is now treasurer of four leading corpo- 
rations in Des Moines and holds several trusteeships. 

Mr. Newell is very popular in lowa—an example of 
the banker who has a large circle of friends, and yet 
who can say “no” at the propertime. His success is 
the result of patience, hard work and strict attention 
to banking. 
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small rate of interest upon their daily balances, 
rather preferring safety to profit. So. by com- 
ing together, business and friendships follcw. 
It is surprising how a little lay-off freshens us 
up—at our homes, we stay in the ruts too much 
—harnessed to our desks, day after day, we 
hardly know what life is, until, perhaps, forced 
by overwork to take a day off. Then we are 
boys again, perchance as foolish as the old 
deacon, of whom I have somewhere read. The 
story runs as follows : 


STORY OF A GOOD DEACON, 

‘*Up in Lawrence County, New York State, 
there was once a worthy elder of the church 
named Joe Parker. Joe was a God-fearing man, 
a good husband and father, upright in his busi- 
ness as a farmer and a most respectable citizen 
everyway. One day he hitched his team, loaded 
it with produce and went to Potsdam. Night 
fell, but Joe did not come home. His family 
were greatly alarmed. His son posted with all 
haste to Potsdam, only to learn that his father 
sold his beans and potatoes and started off 
homeward a little before dark. Search proved 
unavailing, but the next afternoon up drove 
Joe’s horse to the gate, broken-winded and all 
of a lather. His master slowly descended to 
the ground, a sorry spectacle ; his clothes torn, 
his face badly bruised, part of his front scalp 
missing. With unsteady steps Joe found his 
room. Next day the minister and the other 
elders of the church called upon him. 

‘** Brother Parker,’ said the man of 
‘We visit you to have some explanation of the 
extraordinary events which have overtaken you 
this week.’ 

‘*** How long hev I bin a 
church, boy and man?’ 

‘* * Forty-six years, my brother.’ 

‘** Ain’t I walked in the ways of the Lord 
pooty perpendickler doorin’ that time ?’ 

‘** Yes, my brother, few have been privileged 
to serve the Lord as well.’ 

‘Six and forty year is a pooty good while, 
ain't it?’ 

‘** Yes, my brother.’ 

‘** Wa’ll, I thought so too, and so I kinder 
thought I'd take a day off.’” 


God, 


member of the 


THE PROMISED LAND, 


Of course I would not have it inferred that 
any of you staid, solid, sober, solemn men of 
business would here turn up in so dilapidated 
shape--for in the state of Iowa the facilities are 
not at hand to so seriously affect us, but across 
the river lies another state. The hustling city 
of Omaha, I am told, lies yonder. Perhaps it 
would be as well for us toclimb upon the Pisgah 
height surrounding us and simply look over into 
the paradise land, as did Moses in the days of 
old. We could then safely sit and talk and 
listen to the bustle below and beyond, and if 
perchance we so choose, propose conundrums 
like this, appropriate for banking men: 

‘‘What is the first notice we have of the pass- 


ing of greenbacks?” and as the answer could 
scarcely be expected, it might as well quickly 
follow the query, ‘‘When the waters of the flood 
were dried, the dove brought green back into the 
ark,” or we could suggest that ‘‘If money really 
talked, a dollar ought to say many wise things 
—it has cents enough,” or ‘‘People speak of the 
face of a note, when its really the figures that 
interests them,” or ‘‘Coins of vantage that will 
come high—Chicago quarters,” or ‘‘Whena bank 
buys a time lock it generally makes a safe in- 
vestment.” We could talk of an original corner 
and this story would be apropos. 

The street beggars of Barcelona have entered 
into a solemn covenant to withdraw from circu- 
lation all the centime pieces which they receive 
from the charitable public, so as to compel their 
benefactors to give them the coin next in value, 
viz.: five centimes. 

It would occur to us that there must be some 
incipient Jay Gould, among these ragged gen- 
try. 


SAFETY OF BANKS. 


Perchance we could discuss the safety of 
banks and its importante. One would favor 
the incomparable ‘‘Corliss,”\ another the square 
built ‘‘Hall,” and none of us‘know much prac- 
tically about the subject; but each one would 
probably say that for real right down security, 
the safe he chances to have is the best,although 
in his honest heart he might feel to the con- 
trary. Upon this subject we should be glad of 
expert knowledge and practical tests and then, 
if possible, select such safe as stands best all 
burglarizing tests, for in these days ot dynamite 
and nitro-glycerine one wants to feel secure as 
to his and others money, and so have good sleep 
o’nights. It is said that the Bank of England 
is considered one of the best protected institu- 
tions in the world as regards theft. 

A clerk can by simply pressing a knob under 
his desk close the outer doors instantly, so finely 
are they balanced, and it is impossible to open 
them again, except by a special process. This 
is to prevent the daring and ingenious unem- 
ployed of the great metropolis from robbing the 
famous institution. The bullion departments 
of this and other great English banking estab- 
lishments are nightly submerged in several feet 
of water by the action of machinery. In some 
of the London banks the bullion departments 
are connected with the managers’ sleeping 
rooms and an entrance cannot be eftected with- 
out setting off an alarm near that person's 
head. 

If a dishonest official, during the day or night, 
should take one froma pile of one thousand 
sovereigns, the whole pile would instantly sink 
and a pool of water take its place, besides let- 
ting every person in the establishment know of 
the thett. However, in this favored state of 
ours, honesty so abounds that the danger is 
from without rather than from within. 


PATIENCE OF BANK TELLERS. 


I often admire and wonder at the coolness, pa- 
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tience and accurateness of the bank tellers of 
my acquaintance. 

A woman came intoa bank the other day, 
handing her check to the paying teller with a 
neat memorandum, stating exactly what amount 
she wanted in twenties, tens and bills of other 
denominations. The teller counted out the large 
roll of bills, remarking as he pushed them 
through the window: ‘If everybody was as ex- 
act as you always are, this would be a very easy 
place. Women are very queer sometimes. They 
will say they will take tens and then conclude 
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that they would like two fives, and then want 
one of the fives changed to small bills and then, 
likely enough, come back before they reach the 
door to demand quarters for one of the dollars,” 
and he heaved a sigh and waited for the next 
customer. Truth compels me to add that when 
I asked him it the men were not just as bad as 
the women, he answered: ‘‘Oh, they are worse ” 
He was evidently a pessimist, but, perhaps he 
iad not been so always, and who shall say that 
his gloomy ideas of the human race are not due 
to his daily exasperating contact with some of 
the ‘‘mighty queer” people? 


THE MODEL CASHIER, 


lt is the tactful gentleman who makes the 
model cashier. What a difficult position he oc- 
cupies! especially in our smaller and customary 
banks of Iowa, where he must be the head and 
front of the entire establishment. He must 
know everything from A to Izard, conduct the 
correspondence, Oversee the banks, keep track 
of each customer’s discounts, know that there is 
sufficient cash on hand, that his balances in 
bank reserves are ample, that his customers are 
all sound and flourishing, that his clerks are up 
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to the mark, honest and of good habits, a thou- 
sand and one details constantly demand his at- 
tention and he must be a Job indeed, who,under 
such circumstances, can always keep his pa- 
tience and a clear head. 

The best cashier I ever knew, many years 
ago, refused mea discount and in so kindly a 
manner that I felt as if he had conferred a kind- 
ness upon me, so gentle, agreeable and winning 
was he. Don’t all of you bank cashiers ask: 
“Is it 1?” He has been long dead, but his suc- 
cessors are many. 

If bank directors attended thoroughly and 
well to their duties the cashier’s responsibilities 
would be much lessened; but, alas! no pay and 
their own individual business pressing them, it 
is hardly to be wondered at that they grudge 
the time devoted to their ‘‘stockpolder’s” busi- 
ness, and yet,in law, they are all equally liable, 
with the cashier, for the safe conduct of the 
bank’s business, pay or no pay. The responsi- 
bilities—moral and pecuniary—are upon them 
and of each of them, so says the law. 


BURNING QUESTIONS OF THE HOUR, 


It might be useful here to touch upon the 
burning questions of the hour, such as silver, 
state bank notes, etc., but, in mercy to you, this 
shall be left for wiser men to handle. But I can- 
not forbear to say, in passing, that, in my hum- 
ble opinion, there can be but one standard, and 
that gold. Silver must be somehow brought to 
parity with it. The silver dollar should, intrin- 
sically, be worth a gold dollar. Then, and then 
only, would the silver question be solved. Un- 
tilthen, like Banquo’s ghost, it will not down. 
State bank notes, if issued, must be as amply 
protected as is our national currency, with un- 
questionable bonds safely cared for. Then the 
objections to them might pass away. 

I have talked of the carking cares of the bank 
man— and yet, they do not die young. Their 
average length of life would not betoken that 
they are overworked. How can it be explained? 
Their great, constant, wearing cares and their 
often long lives? Only in this way: Ordinarily, 
on leaving the bank they leave business behind, 
and outside they are rollicking and frisky as 
young boys. 


SOME AGED BANKERS, 


Often they have interests in other pursuits— 
literary and otherwise. An old cashier of a 
Sa.em, Mass., bank resigned his office not long 
since at the age of ninety, having held his post 
sixty-seven years—his name, Edward H. Pay- 
son. Mr. G. L. Streeter, who succeeded him, 
has been with the bank thirty-seven years, and 
other cashiers in the same city have held their 
positions so long that only citizens well ad- 
vanced in life can remember that these offices 
were not always filled by them. The experi- 
ences of these men carry them far back towards 
the time when Salem was a commercial power 
in the land, dominating trade with the West 
Indies and boasting itself over Boston. 
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Mr. Robert Lash, a small wiry old gentleman 
of Boston, continued in office in one of the Bos- 
ton banks, till he had reached nearly ninety. 
His small, neat, upright form, as he walked 
every day from the north end to his favorite 
business, was well known to every resident in 
the lower part of the city. Mr. Joshua Loring, 
many years president of the Blackstone bank, in 
the same city, a courtly, elegant gentleman and 
still in daily service, has passed the venerable 
age of four score and still enjovs work and life. 
So it is with P. L. Mitchell, of Rock Island, Il. 
The cashier of the Traders’ Bank, Portland, 
Maine, resigned his office May tst last, having 
held the place sixty years. 


CARING FOR LITTLE THINGS, 


The banker, perforce, cultivates the habit of 
noting and caring for little things and observ- 
ing small economies, for he cares for the money 
of other people, as well as his own, and is 
watched by many eyes. All this aids him in 
his determination to prove a successful financier. 
The celebrated French banker and head of the 
exchequer, when a young man, once in great 
poverty and despondency, visited the treasury 
seeking employment and received a negative 
answer. Walking away with downcasteyes he 
chanced to see a pin on the gravel walk,stooped 
and picked it up. The man in charge who had 
just refused him employment, happening just 
then to glance out of the window of the treas- 
ury building noticed the act ot Mr. Lafi.te. He 
immediately sent a messenger to call him back, 
saying to himself, ‘‘a man so careful of little 
things is the man for my use.”’ He was at once 
put in charge of some department of the work 
and eventually became one of the ablest and 
most influential financiers in Europe. 


OUR NATIONAL HYMN, 


All of you know ‘‘ America” and its well- 
known words ‘‘ My Country 'Tis of Thee,” etc. 
Its author, my venerable, revered and worthy 
to be honored father, of like name and initials 
with myself, tells me this never before pub- 
lished story, connecting our national hymn with 
banking, and you will pardon me for repeating 
it, and in his own word. which I could not hope 
to match, trv ever so much as I might. 

By those delicate fibers of influence by which 
one thing helps forward another, banking busi- 
ness in one instance seems to have played a not 
unimportant part in the patriotic agencies which 
have blessed these United States. The late 
Lowell Mason, the wellknown composer of 
church music, about the year 1831 or 1832, was 
cashier of the Columbian Bank in Boston. His 
employment left him the free use of his after- 
noons for his outside pursuits. He devoted his 
Saturday afternoons to the teaching of music to 
a band of Sunday school children, using such 
songs and hymns adapted to his purpose as he 
could lay his hands on. He found introduction 
to a young divinity student, who, as he imag- 
ined, had the gift of making hymns and songs 
peculiarly helpful to him in his work. 


CONVENTION. 3 


In the course of time a quantity of German 
music books, containing children’s songs, came 
into his hands. But, alas, he could not read 
German and the books were useless to him. 
But his young student friend could ; accord- 
ingly he took the books to him with an appeal 
to him to make them available. In one of these 
books the student fell in with the tune of ‘* My 
Country ’Tis of Thee,” and noticing that the 
words in German were patriotic he proceeded 
to compose the hymn known everywhere under 
the name of ‘‘America.” Mr. Mason first 
brought out this hymn ata Fourth of July cele- 
bration in Boston, in 1832. He interceded with 
the city government and the school committees 
to admit singing as a required service in the 
public schools. What was done in Bostun soon 
found its way everywhere, and the hymn be. 
came a nurse of that patriotism which in the 
time of our country’s need furnished the thous- 
ands of young men who willingly gave them- 
selves to the noble service of liberty and union 
in these United States. Had it not been for Mr. 
Mason’s interest in children’s music, doubtless 
the German music book would not have reached 
the eyes of the young divinity student and 
‘* America” would not have been produced. 

So, if this country has received a blessing in 
the national hymn, these United States are in- 
debted directly for all the benefits enjoyed to 
the unconscious influence of a Boston banker. 


fHE BANK’S ATTORNEY, 


“a 


It is a trite saying, gentlemen, that ‘‘a law- 
yer is a necessary nuisance.” Belonging to that 
ilk myself, while I admit the ‘‘necessity,” I 
should demur to the ‘‘ nuisance,” and you all 
well know that almost every well-regulated bank 
has in its employ its own paid attorney. It is 
also true that sometimes, while the bank cashier 
commenced with the money and the lawyer with 
the experience it has, through the stress of ad- 
verse circumstances, eventuated that the lawyer 
had the money and the cashier the experience. 

Such cases are, however, of rare occurrence, 
For a bank, the less need for the law the better, 
but when it is needed, the expense is legitimate 
and the money well invested. 


THE USE OF BANKS, 


Banking is widespread and of great import- 
ance. How different this country would be 
without banks or railways. Fortunate it is that 
every city and hamlet in this land can boast of 
its banking facilities; it may be in its elegant 
marble block or in the back part of a store. 
Wherever it is, it facilitates exchange and the 
transfer of money from point to point with 
speed and safety. Even nations would fare 
badly without banks. Out of government neces- 
sities have grown our strongest banking insti- 
tutions. The Bank of England was organized 
for the purpose of taking care of the kingdom’s 
funded debt. Our own national banks owe 
their existence to the necessity of providing 
financial agents for the treasury department 
through whom its bonds could be speedily 
placed. 





32 THE BANKING LAW JOURNAL 


Great responsibilities rest upon us. We are 
trusted. People in all ranks of life deposit with 
us for safe keeping their hard-earned or easily 
made moneys and trust us to have it ready for 
them upon call. We take it, earn interest upon 
it, satisfy our stockholders, and the people too, 
who own the money. 

So, if here and now, we can learn lessons 
from one another, which shall advantage us as 
bankers, we at the same time gain that knowl- 
edge which will benefit also the money earners. 

After these desultory remarks you will be 
glad now to listen to the more compact and in- 
structive papers to follow. 


The address of President Smith was 
warmly applauded. It was an able 
effort, reflecting credit upon the speaker 
and the grand organization he repre- 
sents. 


Secretary Dinwiddie’s Report. 


Secretary Dinwiddie submitted his 
annual report showing 302 names on the 
books, three dropped by request and 22 
for failure to pay dues of 1892, active 
membership 277, which will be increased 
by the addition of a number of new 
members at this meeting. 


SAMUEL FRANCIS SMITH was born in Waterville, 
Maine, on September sth, 1836. His parents were Rev. 
S. F. Smith, D.D. (author of “My Country ’Tis of 
Thee,” sung everywhere to tune of “ America”) and 
Mary White Smith,whose grandfather was Rev. Heze 
kiah Smith, chaplain through the Revolutionary War, 
Mr. Smith was fitted for Harvard College under his 
father’s tuition. Owing to ill health he was obliged to 
give up a college course, but later, by himself, com- 
pleted his college studies. At the age of twenty he 
left home to seek his fortune inthe West. He stopped 
a short time in Chicago where he was engaged in 
mercantile pursuits. In 1856 Mr.Smith settled at Daven- 
port, Iowa, and studied law there in the office of 
James Grant. In 1860 he entered into partnership with 
Judge Grant and continued in a successful law -busi- 
ness until 1874, under the firm name of Grant & 
Smith, when excessive work induced nervous pros- 
tration and compelled retirement. With his family 
Mr. Smith visited Europe and in two and a half years 
saw leisurely the old world. He has been a director of 
the Davenport National Bank since 1872, its vice-pre- 
sident many years and later president. In May, 1802, 
he was elected president of the lowa Bankers’ Associ- 
ation. Mr. Smith has served as alderman and as 
president of the Davenport Business Men’s Association 
and is now president of the Children’s Home Society, 
Possessed of a competency, he devotes his time to 
banking and the charge of estates, trust funds, etc. 

Mr. Smith was married in 1861 to Mary Reed, 
daughter of Rev. Julius A. Reed, D.D., who came to 
the West in the early 40’s. They have one child, Anna 
R. Smith, twenty years of age. 


J. M. DINWIDDIE, secretary lowa Bankers’ Associa- 
tion, had his first banking experience as an office boy 
for J H. Branch, private banker, Marengo. Iowa, in 
whose employ he remained as errand boy, book- 
keeper, correspondent, teller and general work eleven 
years, until the organization of the Marengo Savings 
Bank in i880, in which institution he was elected as- 
sistant cashier. This position was resigned in less 
than a year to accept a position in the City National 
Bank of Cedar Rapids. In 1883 the Cedar Rapids Sav- 


J. M. DINWIDDIE, 


ings Bank was organized and Mr. Dinwiddie was 
elected cashier, which position is still held by him. 
He has seen this bank gradually but surely grow to 
be one of the leading financial institutions of the 
State. 

Regardless of salary received, he has always held 
that an employee should render absolutely the best 
service to his emp'oyer or in the interests of his insti- 
tution of which he is capable, and that may account 
in some measure for the degree of success he has at- 
tained and for the position held by him in the institu- 
tion with which he is connected. Mr. Dinwiddie was 
elected secretary of the Iowa Bankers’ Association in 
1888, having been re-elected until he has now filled 
that position nearly five years, having never missed 
one of the association’s conventions. He was treasurer 
of the Cedar Rapids Board of Trade several years, 
also of the Cedar Rapids Y. M.C. A. trustees, is secre- 
tary of the Cedar Rapids Commercial Club, and was 
for seven years treasurer of the independent school 
district of that place. 
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The treasurer's report was then read, 
showing a balance on hand of $483.31. 

At the afternoon session of the first day 
committees on nominations and _ resolu- 
tions were appointed, and the committee 
on protection against fraudulent com:- 
mercial. paper stated that they were not 
prepared to report. 

After this came the address of one of 
the distinguished men of the nation, 
Hon. E. S. Lacey, ex-comptroller of the 
currency and president of the Bankers’ 
National Bank of Chicago. He was 
greeted with hearty applause when in- 
troduced, and advancing to the front of 
the platform, he said: 


Our Circulating Medium. 


Ex-COMPTROLLER LACEY describes the circulating 
medium and its complex character—Unnecessary 
variety—Objections stated—Sufficiency of volume 
of currency considered—Necessity of remodelling 
monetary system. 


This is the first time that I have visited your 
beautiful city. It was a revelation to-me in 
passing through Iowa to witness the prosperity 
which everywhere prevailed. Those who are in 
the country have chosen better than those who 
are in the city, While I was comptroller of the 
currency, I was constantly receiving notices of 
the failures of banks, but trom Iowa no such 
notices ever came. On seeing the state and 
coming through its prosperous cities and vil- 
lages and farms, the reason of this grateful fact 
became apparent. 

It has been aptly said that the circulating me- 
dium bears the same relation to the business of 
a country that blood does to the human body. 
It must be pure in character, ample in volume, 
and untrammelled in its movements or disease 
immediately develops and ultimately death en- 
sues unless a remedy is applied. Like many 
which afflict the physical bodv, the monetary 
disease is insiduous in its attack and the patient 
may be fatally stricken before a correct diagnosis 
is attained. Even when the case is fully under- 
stood, radical differences often arise as to what 
treatment is necessary to complete recovery 
The grave symptoms now apparent warn us that 
financial affairs in our own country are in any- 
thing but a healthful condition and it behooves 
us as patriotic citizens to promptly inquire as to 
the cause and extent of the dangers which 
threaten the country. To this end my present 
effort is directed. 

The circulating medium of the United States 


is composed of gold and silver coin, government 
notes and certificates and circulating notes 
issued by the national banks. The total of these 
issues outstanding April 1st, 1893, was $2,163,- 
121,710. Of this total the sum of $560,600,904 
was held by the United States treasury and the 
remainder, aggregating $1,602,520,806 was act- 
tively employed and constituted our circulating 
medium, The amount and character of these 
issues on April 1, 1893, as stated by the treasury 
department, are as follows; 
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COMPLEX CHARACTER OF OUR MONEY, 


The complex character of our circulation will 
be more fully understood by considering the 
qualities imparted by law to each o! its constit- 
uent parts. 

1. The gold coins of the United States are a 
full legal tender to any amount when of standard 
weight; if below the standard weight they are 
legal tender at valuation in proportion to 
their actual weight. 

2. Standard silver dollars are legal tender to 
any amount except where otherwise expressly 
stipulated in the contract. 

3. The subsidiary silver coins are legal tender 
to the amount of $10; they are redeemable in 
lawful money by the treasurer or any assistant 
treasurer of the United States, when presented 
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in the sum of twenty dollars or multiples there- 
of, 

4. Minor coins are legal tender to the amount 
of twenty-five cents; they are also redeemable 
in lawful money if presented in sums of not less 
than $20, 

5. United States notes were made a legal ten- 
der by the acts authorizing their issue, except 
for duties on imports and tor payment of the in- 
terest on the public debt. Since the resumption 
of specie payments on January 1, 1879, they 
have been received tor duties on imports. They 
are redeemable in gold or silver coin at the 
office of the assistant treasurer of the United 
States at New York, if presented in sums of not 
less than $50. 

6. The treasury notes issued in payment for 
silver bullion purchased under the act of July 
14, 1890, area full legal tender except where 
otherwise expressly stipulated in the contract; 
they are redeemable in gold or silver at the dis- 
cretion of the secretary of the treasury. It has 
been the policy of the department to redeem 
them in gold coin if so demanded by the holder. 

7. Gold and silver certificates are receivable 
{Or customs duties, taxes and all public dues; 
they represent the kind of coin deposited and 
reserved in the treasury for their redemption; 
they are not made a legal tender by the acts of 
congress authorizing their issue. 

8. Currency certificates are issued upon the 
deposit of United States notes in sums of ten 
thousand dollars and are made payable to order 
of the depositors; they are redeemed in the 
kind of money deposited and are not a legal 
tender. 

g. National bank notes are secured by the de- 
posit of United States interest-bearing bonds 
with the treasurer of the United States; they are 
redeemable in lawful money, but are nota legal 
tender, though receivable for all public dues, 
except duties on imports; and also for all sal- 
aries and all public debts and demands owing 
by the United States toindividuals. corporati »ns 
and associations within the United States, ex- 
cept interest on the public debt and in redemp- 
tion of national currency. They are also receiv- 
able at par for any debt or liability due to any 
national banking association. 


TEN VARIETIES OF COIN AND PAPER, 


Allthe various forms of money above de- 
scribed, excepting national bank notes are 
available as partof the lawful money reserve 
held by national banking associations. 

It is thus apparent that we have ten varieties 
of coin and paper circulating as money, no two 
of which are subject to the same requirements 
as to redemption, nor clothed with the same 
legal tender and debt-paying qualities, It is a 
matter of sincere congratulation that the dis- 
cretion conferred upon the secretary of the treas- 
ury has heretofore been wisely exercised, be- 
cause to this fact are we mainly indebted for the 
maintenance of the parity of these widely dis- 
similar and unscientific issues, It is safe to as- 
sume that no system characterized by such un- 
sound conditions can long be tolerated by an 
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intelligent and progressive people, destined to 
become in the realm of finance what it is to-day 
in point of wealth and power, the foremost of 
nations. 


OBJECTIONS TO CHARACTER AND QUALITY OF CIR- 
CULATING MEDIUM—SUFFICIENCY OF 
THE SUPPLY, 


Ii will be my purpose in this paper to first br:ef- 
ly state some « f the objections urged as to the 
character and quality of these issues, and sec- 
ondly submit some observations as to the suf- 
ficiency of the supply. A careful review of the 
Situation as a whole, warrants the assertion 
thatoursystem is unnecessarily complex in char- 
acter and fatally unsound in principle. No criti- 
cism lies against our old coinage, and the same 
may be said of subsidiary silver. The issue 
of gold certificates may also pass unchallenged 
on the score ot convenience and economy, as it 
facilitates and cheapens transportation and re- 
duces the loss from abrasion incident to con- 
stant handling of the coin. The issue of cur- 
rency certificates can hardly be considered as 
the necessary exercise of a governmental func- 
tion, but itis beneficial in its effects and is a 
convenience which could be illy dispensed with 
in the larger cities. 

The enormous coinage of standard silver 
dollars, the issue of certificates based thereon, 
and the imparting to the former a practically 
full legal tender quality, may properly be char- 
acterized as unsound in principle and fraught 
with grave peril to the interests of all classes of 
cour people, as it may imvolve a change of stand- 
ard with all its attendant evils. 

The circulating notes of national banks more 
fully meet the proper requirements of represen- 
tative currency or secondary money than any 
other of the issues mentioned, as they alone 
possess the quality of elasticity which is so 
essential, and yet they are the object of malig- 
nant attack upon the part of well-meaning but 
misguided people, whose interests would be in 
largest degree promoted by the maintenance of 
an ample, sound and flexible currency. It is a 
matter of regret that the increasing premium on 
government bonds and the continued imposition 
of the war tax upon these notes has rendered 
their issue unremunerative to the banks and 
thus caused a very great reduction in the volume 
outstanding. 

Objections are also properly urged against the 
increased issue and permanent incorporation 
into our monetary system of the governmental 
o ligations known as United States and treasury 
notes. These issues on April 1, 1893, aggre- 
gated $482,171,164, and are steadily increasing 
at the rate of about $50,000,000 per annum. 
The United States notes were a forced loan 
made necessary by the unprecedented expen- 
ditures incident to the conduct of a great war. 
As self defense may justify a man in taking the 
life of his fellow, so governments may be ex- 
cused for making such issues as those now 
under consideration, provided the preservation 
of its institutions and the integrity of its terri- 
tory make this course imperative. Unfortun- 





IOWA BANKERS’ CONVENTION. 35 


ately, however, the prolonged use of what are 
known as greenbacks, has served to propagate 
unsound theories as to the power of the govern- 
me t to create money by its fiat, and upon the 
erroneous views thus developed, a powerful 
party was organized that for several years 
threatened with disaster the business interests 
of the entire nation. An enormous increase in 
the issue of these notes was narrowly averted 
and the country with difficulty delivered from 
the evils incident to wild inflation and ultimate 
repudiation. The continued use of $346,000,000 
of greenbacks is the result of a compromise be- 
tween those who entertained widely diverging 
views upon monetary questions, and can only 
be tolerated upon the ground that a nation 
struggling under the incubus of a great debt 
may be excused for violating sound principles 
of finance by temporarily floating its non-interest 
bearing obligations until its bonded debt is re- 
tired, or so reduced in amount as to render its 
ultimate payment no longer problematical or 
burdensome. The rapid reduction of the public 
debt has demonstrated our unexampled re- 
sources as a nation and established a credit un- 
excelled by that of any of the great powers. As 
a matter of fact it may be safely asserted that 
long bonds of the United States, pavable in 
gold coin of fixed weight and fineness, could be 
placed at a lower rate of interest than those of 
any other nation. Our present outstanding 
bonds are, however, in a certain degree dis- 
credited abroad on account of their being pay- 
able in either gold or silver coin, at the option 
of the government. As the bullion value of our 
silver coin is about 36 per cent. less than its 
coin value, an element of uncertainty is intro- 
duced which serves to impair confidence in our 
obligations and place us at a disadvantage. In 
any event it must be admitted that our public 
debt has long since ceased to be a burden, and 
that no adequate excuse now exists for the per- 
manent use of government legal tender notes. 
They should be gradually retired during years 
of peace and prosperity, in order that the power 
to make such an issue may be held in reserve, 
to be exercised only in cases of great national 
peril. 

The treasury notes of 1890 are subject to some 
of the objections urged against United States 
notes, popularly called greenbacks. The former 
are issued in the purchase of silver bullion, a 
commodity for which the government has no 
use, and which would otherwise find a market 
abroad, thus obviating in whole or in part the 
necessity for the large gold shipments which 
constitute the peril now most obvious and im- 
minent, 


PRIMARY AND SECONDARY MONEY, 


Money for the sake of convenience has been 
divided by some writers into two classes, namely, 
primary and secondary. ; 

Primary money is the designation given to 
money of ultimate payment or redemption and 
constitutes the standard and measure of value. 
The value of our entire circulation is therefore 
fixed by the character of our primary money, 


which is gold, the only metal whose coin and 
bullion value are the same in all parts of the 
world. Silver was formerly the equal of gold in 
this respect, but in recent years an increased 
supply and diminished demand has caused its 
depreciation to such an extent as to render its 
bullion value when measured by gold, nearly 36 
per cent. less than its coin value. 

Secondary money in this country includes all 
forms of circulation other than gold. Our en- 
tire circulating medium will be maintained at a 
parity with gold only so long as the government 








Ex-ComMpTROLLER LACEY. 


continues to redeem directly or indirectly all 
forms of secondary money in the yellow metal. 
This redemption in gold is not made obligatory 
upon the government by law, but has been 
maintained thus far through the exercise of dis- 
cretionary power conferred upon the secretary 
of the treasury. It is apparent, therefore, that 
the maintenance of the present standard of value 
depends upon, 


1st. The will of whomsoever may occupy the posi- 
tion of secretary of the treasury, and 


2d. Upon his having the ability as well as the dis- 
position to maintain redemption in gold. 


So we present the remarkable spectacle of a 
nation of the first rank in the point of manufac- 
tures, commerce and agriculture, possessing 
more wealth, greater average intelligence and 
freer institutions than any other, making itself 
dependent upon the integrity and sound judg- 
ment of the one man who may, for political 
reasons, be charged with the administration of 
the department of the treasury, in fixing the 
value of the circulating medium of the country, 
by which is determined the price of every com- 
modity, the wage of every laborer and the value 
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of every contract. How can we defend a policy 
which places in the hands of a single individual 
powers, the unwise or corrupt use of which 
might result in such a change in prices as would 
be tantamount to confiscation ? 

But the situation is still further aggravated by 
the operation of laws enacted and preserved by 
our representatives in congress, the effect of 
which is to steadily but surely bring us to acon- 
dition where it will become impossible for any 
secretary of the treasury, be he ever so wise and 
faithful, to preserve us from a change of stand- 
ards and its resulting disasters. The volume of 
our secondary money is being steadily increased 
by the issue of about $4,000,000 in treasury 
notes monthly, and our supply of primary 
money is at the same time being relatively re- 
duced by the exportation of gold. It is inevit- 
able that this course, if persisted in, will render 
the volume of primary money inadequate for 
redemption purposes and result in a collapse of 
the present system and the descent of the entire 
monetary fabric to the level of the silver stand- 
ard. 

OUR EXPORTATION OF GOLD, 

It is a significant fact that our exportation of 
gold has substantially kept pace with the issue 
of treasury notes caused by the purchase of 
silver bullion under the Sherman Act. 

Between July rst, 1890, and March Ist, 1893, 
under the operations of this act, the issue of 
these notes has aggregated $131,867,853. Dur- 
ing the same period our net exportations of gold 
reached $117,106,710. 

If the silver bullion thus arbitrarily withdrawn 
and hoarded in the treasury vaults had been 
permitted to seek its natural markets it would 
have gone abroad instead of gold, and thus our 
stock of the latter metal might have increased 
rather than diminished, and confidence, which 
is the basis of business prosperity, remained un- 
impaired. 


PROPOSITIONS STATED, 


I have neither time nor inclination to now 
enter into a lengthy discussion of the subject of 
the free coinage of silver. In my judgment the 
complete opening of our mints to the white 
metal at the present ratio would be suicidal. I 
therefore prefer to confine myself to stating 
some propositions bearing upon the subject 
which are either generally admitted, or sup- 
ported by a decided preponderance of evidence. 

1. There can be but one actual standard or 
measure of value at a given time and place and 
that should consist of either gold or silver, or 
possibly both, where the mint and bullion value 
of the two metals are at a parity. 

2. Gold is now the actual standard or meas- 
ure of value in this country. 

3. Every contract entered into since the re- 
sumption of specie payments in 1879 (with un- 
important exceptions) has been based on values 
measured by the gold standard, while absolutely 
none now in existence have been based on 
values measured by the silver standard. 
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4. The free coinage of silver at the present 
ratio would almost certainly eventuate in a 
change to a silver standard, in which case each 
dollar of our circulating medium would have a 
purchasing power no greater than the bullion 
value of the silver dollar, which is now 64.4 
cents. 

5. By achange to the silver standard em- 
ployers of labor would, primarily profit at the 
expense of wage earners, and the investments 
of the latter class in savings banks, trust com- 
panies life insurance companies, building and 
loan associations and many other corporate and 
personal securities would greatly depreciate in 
value, the costof living would be enhanced to 
the embarrassment of persons dependent upon 
wages, salaries and fixed incomes, while muni- 
cipalities, corporations, trusts and persons of 
great wealth, who constitute the chief borrowing 
class, would be enabled to pay their debts in a 
depreciated medium. 

6. Wage workers constitute the largest and 
most important class and are entitled to the 
preference whenever their interests come in 
conflict with those of the debtor class, subject 
to such limitations as justice and equity may 
impose. 

7. The maintenance of the gold standard 
will cause no contraction, while a change to the 
silver standard would tend to retire from circu- 
lation more than $500,000,000 of gold. 

8. Experience has demonstrated that a 
violent contraction of the circulating medium is 
a serious evil; the same is true of a change toa 
depreciated standard. Either has proven suffi- 
cient in the past to prostrate business interests. 
As no nation has ever experienced the simulta- 
neous infliction of both these evils, the effect of 
the combined visitation portends a disaster, the 
magnitude of which we have no data for cor- 
rectly estimating. 

The truth of these propositions will be very 
generally admitted by fair-minded people, who 
have investigated the subject. If they are ac- 
cepted as true, it will be found difficult to suc- 
cessfully defend the further purchase of silver 
bullion or its free and unlimited coinage at the 
present ratio. What we most admire in the in- 
dividual man is that integrity and courage 
which leads him to the faithful and unflinching 
performance of every contract according to its 
spirit as well as its letter. He who takes ad- 
vantage of legal technicalities to avoid an equit- 
able claim, is looked upon as a trickster, lacking 
in the higher qualities of true manhood. The 
payment in silver of a debt contracted in gold, 
might be legal, but it would not be honorable. 
A nation is but an aggregation of individuals. 
An aggregation of dishonorable units cannot 
make an honorable whole. No nation can 
afford to enact a law or adopt a policy which 
will suggest or permit any deviation from the 
most scrupulous integrity on the part of any of 
its citizens. 

The larger part of our legislation upon ques- 
tions affecting the currency has been the result 
of enforced concessions to the enemies of sound 
finance in order that some supposed peril might 
be averted or some governmental exigéncy met. 
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The calm and intelligent application of well-es- 
tablished principles to the formation of a com- 
plete and symmetrical monetary system adapted 
to the necessities of a commercial people has 
found scant exemplification in the enactments 
which now afflict us. One of the most potent 
forces employed in the adoption of unwise 
measures is based upon the assumption that the 
country is suffering from an inadequate supply 
of the circulating medium. This theory is 
widely entertained and strenuously asserted, 
but it is not capable of demonstration, and in 
fact the weight of evidence seems to establish its 
fallacy. 


ESTIMATE 


The Hon. E. O. Leech, director of the mint, 
submitted to the recent international monetary 
conference an approximate estate of the total 
and per capita stocks of money in the principal 
countries, from which it appears that the world’s 
supply is made up as follows: 


OF MONEY STOCK, 


$ 3.632,605,0u0 


2,629,663,0c0 


$10,264,968,000 


Total population..... senccecssccncnqpesesous 12, 180,000,000 
Average per capita 84 cents 


The average per capita circulation of the 
United States, Canada and the ten European 
nations having a population in excess of I0,- 
000,000 is thus stated: 


Austria-Hungary 
Russia 


Of these France alone exceeds the United 
States. This excess is due to the fact that the 
French people employ bank checks and drafts 
toa very limited extent, nearly all settlements 
being effected by the use of actual money. 

On the other hand our per capita circulation 
exceeds that of the 


United Kingdom..... sastivinetanentaeets ++37 per cent 
IT eacetsedcacceneccescocsssseccseces 000037 a 


The per capita test is at best a very imperfect 
one, but so far as its application is of value, it 
indicates no deficiency in the United States. 
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On the other hand it is shown that we have 
relatively, almost double the supply used in 
Canada, where the existing conditions present 
the greatest similarity to our own. 

If we apply the labor test, which is held to 
be the most reliable, it will be found that no 
facts are disclosed indicating that our circula- 
tion is insufficient, as it is confidentally stated 
by the best authorities, that a day’s labor, skilled 
or unskilled, commands more dollars now than 
at any time since the resumption of specie pay- 
ments. 

As further bearing upon this point it may be 
asserted as a general proposition that no coun- 
try will continue the exportation of money while 
it possesses an insufficient supply. Neverthe- 
less, the official records show that we have been 
steadily parting with our gold for the past five 
years, and that the net exports of the yellow 
metal from July 1, 1888, to March 1, 1893, aggre- 
gate $171,020,558. 

And finally attention is called to the fact that 
average interest rates have steadily declined 
during the same period. In view of these facts 
it may be safely asserted that the weight of evi- 
dence is against the theory of an insufficient 
supply of money, if, indeed, a condition of re- 
dundancy is not shown to exist. 


CONCERNING SILVER, 


All advocates of free coinage of silver vehe- 
mently assert that a corrupt conspiracy exists, 
having for its object the demonetization of 
silver to the end that contraction may ensue 
and the interest of bankers and money lenders 
be subserved. Asa lifelong bi-metalist, I have 
given this assertion careful consideration, but 
candor impels me to say that the evidence ad- 
duced falls far short of establishing its truth. 
Besides, I observe that banks of discount and 
deposit prosper most when the volume of circu- 
lation is redundant. 

Silver became a money metal because, in the 
opinion of mankind, it wa» adapted to use as a 
standard and measure of value. Changed con- 
ditions have greatly impaired its usefulness and 
the same power that made can properly unmake 
it. The universality and the long continuance 
of the movement to curtail its use and limit its 
legal tender quality, are the best evidence that 
it results from natural causes rather than from 
the artificial manipulations of selfish conspira- 
tors. Conspiracy is a cause utterly inadequate 
to the production of such a wide spread and 
lasting effect. For more than twenty years 
civilized nations have exhibited a tendency to 
look upon gold monetalism as the system which 
must ultimately prevail; one by one they have 
joined the ranks of those who maintain a single 
gold standard. Every country making the at- 
tempt has succeeded in securing a sufficient 
quantity of the yellow metal and in every case 
public opinion acquiesces in and supports the 
change. Can itbe possible that we are wiser 
than our generation; or that we are too weak, 
financially, to follow where tne debt ridden 
powers of Europe lead? 
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GOLD AS PRIMARY MONEY. 


Let us continue to use gold as primary money; 
let it still be the standard and measure of value 
and the medium for adjusting international bal- 
ances. Our silver coins pow amounting to 
nearly $500,000,000, or their representative cer- 
tificates, can be safely utilized for domestic pur- 
poses in ordinary daily transactions, provided 
we suspend the purchase and coinage of the 
white metal and retire all other forms of money 
of the lesser denominations. 

We have now in circulation of gold coin, sil- 
ver coin and paper money about $500,000,000, 
in denominations of five dollars and under. If 
we surrender this field entirely to silver coin 
and silver certificates, they will pass into the 
pockets of the people and the tills of the trades- 
man, and render it impracticable for importers 
to pay customs duties in this form of currency. 
The treasury receipts of gold and its equivalent 
will thus be greatly increased and an important 
element of danger to the gold reserve removed. 


SYSTEM NEEDS REMODELING, 


It is apparent that our entire monetary sys- 
tem needs remodeling upon a plan more simple 
in form as well as more correct in principle. 
The limitations of such an address as this will 
not permit the elaboration of such a system, nor 
are the conditions favorable to the enactment of 
a measure necessarily so radical in its character 
and far reaching in its effects. It will come in 
due time, however, if we are faithful to the 
duties of enlightened citizenship. 

Some relief should nevertheless be demanded 
from the present congress, and I may be per- 
mitted to suggest that 

1. The act of July 14, 1890, should be re- 
pealed. 

2. All gold coin, United States treasury and 
national bank notes of the denomination of $5 
and under should be retired and reissued in 
larger denominations, utilizing in place thereof 
silver coin and silver certificates, the denomi- 
nations of the latter being restricted to one, two 
and five dollars. 

3. The legal tender quality of silver coin 
should be limited to one hundred dollars. 





HON. EDWARD S. LACEY, is well known financially 
throughout th: United States. He isa native of ew 
York, but during nearly his entire business career 
has lived in Michigan, in which state he has been a 
prominent figure in banking, railroad, political, and 
financial circles for the last twenty-five years. Nearly 
his entire life has been devoted to banking. He was 
a member of congress from the Third Congressional 
District of Michigan for two terms, from 1880 to 1884. 
He declined a renomination for athird term. During 
his congressional career he was a prominent member 
of the importa’ t committee on coinage, weights and 
measures, and his speeches on currency and banking 
questions attracted much attention and established 
his reputation as an authority on those subjects, which 
was still further enhanced by his address on the silver 
question, delivered before the American Bankers’ 
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to the par of bonds pledged for their redemp- 
tion, 

4. The tax should be removed from national 
bank notes and the issue thereof be increased 

Unfortunately the vital questions affecting 
our currency have been dragged into the domain 
of partisan politics. So far as their settlement is 
concerned it is to be feared that the dissimilations 
of the demagogue and the greed of the spoils- 
man may be found more potent than the sound 
arguments and the mature judgment of the fin- 
ancier, the statesman and the patriot. While 
the political pot hunter is able to mislead thrift- 
less, unscrupulous and illy informed voters, the 
interests of a people conspicuous for its indus- 
try, frugality and integrity. are placed in the 
deadliest peril. In the presence of such an emer- 
gency it is the duty of every good citizen to 
continue in season and out of season to reiterate 
the time-honored principles that have been 
evolved from and established by the uniform 
experience of the entire civilized world. 

To many of us these statements may seem 
trite and stale, but in persistent discussion and 
unceasing agitation lie the only hope of a people 
who are forced to submit to the arbitrament of 
the political arena questions which tend to array 
selfishness and cupidity against scrupulous and 
unyielding integrity. 

It we would successfully issue from the 
struggle we must make unceasing appeals tothe 
conscience and intelligence of the American 
people, and thus incite to vigilance and activity 
a constituency which is occasionally misled, 
but always wise and just in its ultimate conc!lu- 
sions. . 


The speech of Mr. Lacey was most 


heartily received. {t was conceded to 
be one of the best on the financial ques- 
tion ever delivered before any audience 
in the west, 

He was followed by Henry W. Yates, 
president of the Nebraska National 
Bank, on ‘‘The Silver Question; Its Re- 


Association in 188s. 

In May, 1889, he was appointed comptroller of the 
currency by President H-rrison at the very general 
request of the bankers of the United States, Chicago 
bankersespecially being strong in his support. His 
administration of this responsible office (involving, as 
it does, the investigation and general supervision of 
nearly 4,000 national banks throughout the United 
States) during a critical financial period, was charac- 
terized by the wisest conservatism and regard tor 
public welfare. 

In June, 1892, the Bankers’ National Bank of Chicago, 
with a capital of $1,000,000. was organized by many 
prominent business men. Mr. Lacey was invited to 
take charge ofits affairs and become its president at a 
salary much larger than he was receiving from the 
government. 
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lation to Our National Finances.” It 
was an able and instructive address 
which on account of limited space can- 
not be published. 

Judge HI. E. Deemer, of Red Oak, 
also read a compact and sensible paper 
on the ‘*Mutual Relation of Bankers 
and the Public.” 

The session of the closing day opened 
with an address on ‘‘lowa Bankers; 
Their Duty to the Business Interests, to 
the State and to Each Other,” by M. B. 
Hutchison, cashier of the First National 
Bank of Ottumwa. It was an excellent 
address and well received. Mr. Hutch- 
ison was followed by Hon. E.H.Thayer, 
of Ciinton, on the subject of ‘*Good 
Roads, and how they affect our Finan- 
cial Condition.” The morning session 
closed with a spleadid address by F. E. 
Wettstein of Laporte City, cashier of 
the First National Bank of that place. 
At the afternoon session was delivered 
the address of Hon. W. H. M. Pusey, 
ex-congressman and banker of Council 


Bluffs, giving reminiscences of early 
banking. Mr. Pusey said: 


The Colden Era. 


The immigration to California and its results—Early 


business conditions —The money question—Re- 


form in banking practices. 


Mr. President and Gentlemen of the Associa- 
tion: The period immediately subsequent tothe 
discovery of gold in Caiifornia is known as the 
‘golden era” of American finance. Within less 
than a decade the native product of gold was in 
excess of $600,000,000 a sum equal to the estimat- 
ed volume now in the entire country. The sudden 
craze to be rich stimulated immigration from 
all lands to the new Eldorado of the west. Civ- 
ilization under this impulse, in one gigantic 
struggle with natural obstacles, in its marvelous 
achievements of a few years, did what would 
have taken half a century to accomplish with- 
out these incentives. 

From the Orient to the Occident they came 


by land and sea, representing the best energies 
and enterprise of the aggressive Anglo-Saxon 
race. They were the chosen instruments in the 
hand of an inscrutable Providence to blaze the 
continental highway from the Missouri to the 
Pacific. Unexplored and arid deserts, un- 
bridged streams and hostile Indians were no 
barriers to these avant couriers of a modern 
civilization. The white covered wagons and 
long lines of eager gold hunters, stretching 
across a continent, were but the forerunners of 
the rushing railroad trains, Pullman sleeping 
cars and fast mail with ‘‘news from all nations 
lumbering at its back.” 

Comemporaneous with this immigration 
came a religious sect, journeying, they knew 
not where. Hounded, hunted, persecuted and 
driven from Nauvoo with their wives and little 
ones, ‘‘what sought they thus afar?” ‘‘Bright 
jewels of the mine?” No! They soughta faith’s 
pure shrine, and midway to the ocean they 
founded their ‘happy Zion,” builded their tem- 
ple, planted our flag over the city of the plain, 
and for forty years have held the fort, sur- 
rounded by semi-barbarous tribes of people; a 
city of refuge in the mountain fastnesses of our 
republic; and to-day, in their decadence, con- 
spicuously illustrating the law of the survival 
of the fittest. ‘‘God moves ina mysterious way 
His wonders to perform.” 

The people of Council Bluffs stood in one of 
the gateways of this wondrous exodus. Its re- 
flex influence did very much to give to our 
Western states and territories a healthful and 
permanent population. 

The Mexican soldier had tarried long enough 
with us to place his pension, in the form of a 
military land-warrant, upon our virgin prairies, 
the commencement of the happy homes and rich 
farms of our now beloved and prosperous com- 
monwealth, It was amid these surroundings 
many of us commenced our business life in the 
undeveloped west It was in the age of wild 
and hazardous speculation. The plethora of 
gold had stimulated every branch of industry, 
ran real estate up to fabulous prices, increased 
the cost of living and decreased the purchasing 
power of the gold dollar. 

The volume of our circulating medium was 
swelled far beyond the demands of commerce 
and trade by an alien and irredeemable paper 
currency. The value of a metallic dollar de- 
pends upon its purchasing power, its stability, 
its universal acceptibility and its convertibility 
into the money of commerce and the money of 
the world. The value of paper money which 
has been in use for over 500 years among civil- 
ized nations of the earth, depends wholly on 
the ability of the authority issuing it to give 
value for it when payment is demanded. 


SYSTEM OF FREE BANKING, 


The people of lowa were then living under 
our old constitution, which inhibited the crea- 
tion of banks of issue, but surrounded by states 
and territories which, by legislative enactments 
and general incorporation laws, fostered and 
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encouraged systems of free banking, whose cir- 
culations were founded on noninterest paying 
stocks and bonds of almost every conceivable 
corporation and association of men, devised 
and clothed with powers to issue money, much 
of which never knew that its redeemer lived. 
Iowa was the favorite dumping ground for this 
currency, and when the financial crash came 
was possibly one of the greatest sufferers. 

The scarcity of bank bills under the denomi- 


W. H. M. PUSEY, 

nation of $5, and the want of subsidiary coin 
almost forced us to tolerate the small bills of 
these foreign banks. The dearth of silver for 
change among retail dealers induced the pro- 
prietor of one of our flouring mills to resort to a 
plan (within the law) to supply the long felt 
He issued his checks in denominations 
less than $1 upon his bank on circular paste- 
board chips; had them certified, payable on 
presentation in sums of $5 and upwards. They 
proved so convenient and popular that the 
miller had orders for them from Sioux City to 
St. Joseph. 


want, 


SUCCESSFUL COUNTERFEITING, 

This was aiso an era of successful counter- 
feiting, and the receiving teller of a bank be- 
came an expert in his knowledge of the genu- 
ineness of bank currency. It was not enough 
that he should know a genuine from a spurious 
bill. Every bank issue had a different current 
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value in the community; there was the bil) 
which the steamboat would take for passage 
and freight; the bill which would buy the neces- 
sities of life; that the Western Stage Company 
received for fare and that would pay the laborer 
for his toil. Every package of bills presented 
at the bank counter had to be properly classi- 
fied and discounted into either par funds (which 
would be exchange), current funds and special 
funds to be returned to the depositor in like 
funds, and the pass book and the bank account 
of the depositor was so specified, no bank being 
willing to assume the possibilities of disastrous 
and sudden depreciation to which this money 
was constantiy subjected. Widespread distrust 
and want of corfidence had seized upon the 
public mind. 


A BIG DRAFT. 


Ore morning an Iowa banker dropped into 
the office of his St. Louis correspondent. The 
cashier of the bank carelessly handed him a 
draft drawn on Duncan, Sherman & Co., of 
New York, which he had just signed, calling 
for $1,000,000, facetiously remarking, ‘‘Do you 
Iowa bankers often draw drafts for so large a 
sum of money as that?” 
‘“‘and I doubt if 
ever saw as large a draft ” 
for?” we are building 
the Ohio and Mississippi railroad; that draft is 
the first payment On the iron rails.” The coun- 
try banker soon after withdraw his balance, not 
wishing to become an involuntary stockholder 
in the Ohio and Mississippi railroad. 

The laws for the speedy collection of debts 
by substituting 
terms and stay laws in the interest of debtors. 


‘‘No!” was the reply. 
a man in Iowa who 
**What is 
“Oh, don’t you know 


there is 
it issued 


were suspended appearance 


A HEARSE FOR A DEBTOR, 


One day a merchant in good credit and stand- 
ing hurried into his bank and asked for the loan 
of $1,000, but was refused the accommodation. 
He excitedly exclaimed, ‘‘If you don’t let me 
have the money Iam aruined man.” ‘‘How’s 
that?” asked the banker. ‘‘I will go to protest,” 
was the reply. ‘Oh, is that all? You simply 
mean you will join the great army of delin- 
quents.” ‘‘But you must let me have it, my 
dear sir, and I will pay it back to you Monday 
morning at g o'clock on the opening of your 
bank, if I am a living man.” Nine o'clock 
Monday morning came; 10 o’clock; 12 o'clock; 
but Jones had not put in an appearance. 
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The banker, on his way to dinner, called at 
the undertaker’s and ordered the hearse to be 
sent to Jones’ residence and there remain until 
he, the banker, should order it away. On his 
return to the bank Jones was on hand, greatly 
disturbed by the presence of the hearse at his 
residence. The banker greeted him cordially: 
‘‘Is it possible, Jones, this is you, alive and 
well? I supposed you were certainly dead. I 
have always known you to be a man of your 
You said you would pay that note at 
g o'clock this morning, 
man,’ It is now 2, and I was determined to do 
my part in giving you a Christian burial.” 
Both these gentlemen have passed away; stead- 


word. 
‘if you were a living 


fast friends through life, leaving, as a heritage 
to their children, large fortunes and the reputa- 
tion of blameless lives. 


THE MONEY QUESTION, 


As early as 1855 the gold product of this coun- 
try had reached its maximum annual product of 
$67,000,000, aud silver, which had been debased 
8 per cent by the legislation of 1853, in a vain 
effort on the part of the doctrinaires and law- 
makers to sustain the parity of the precious 
metals, suddenly poured its silver flood upon 
the market of the world, until its annual output 
exceeded that of gold by more than $20,000,000 
per annum, causing a reversion in the natural 
ratio of these metals. and causing an entire 
change of legislative policy to sustain their 
equilibrium. ‘The conservative financiers of 
the country then and ever since have advocated 
the doctrines of the framers of our constitution 
on the fiscal policy of the nation; that the stan- 
dard money of the countly should be gold and 
silver, to go hand in hand ata ratio which will 
maintain their parity, and that no fiat legisla- 
tion can provide for the oscillations caused by 
the variableness of their product, and the cease- 
less ebb and flow of commerce which changes 
their convertible value as the tidal wave of the 
ocean troubles its surface. 

No nation on earth has any trovble about the 
money question which sells more than it buys. 
But this country and ccatinental Europe, debtor 
nations in the absence of international concur- 
rence, will ever be subjected to difficulties con- 
stantly arising. During the period referred to, 
British India and the Latin Union threw open 
their mints to free coinage, causing the drainage 
of our gold reserve and precipitating the na- 
tional revulsion of 1857. 


Prosperous Iowa, now rejoicing in con- 
scious strength and an assured future, was pros- 
trated and utterly helpless under its exhausting 
effect. Far removed from tbe seaboard, with 
no railroad communications with the markets 
of the country, agriculture paralyzed, labor un- 
remunerative, our people simply existing under 
forced frugality, the banking business was 
neither remunerative nor ornamental. Securi- 
ties and collaterals were unconvertible and our 
circulating medium was practically worthless. 


MORE COLLATERALS WANTED. 


Later on the eloquent Emory Storrs was asked 
to address a convention of fiat money fellows in 
southern Illinois. He commenced his remark- 
able address by saying, in substance: ‘* Thus 
far in life I have had no use for a bank but to 
borrow what money I could of it, and spend it 
as fast as my constantly pressing necessities re- 
quired. But I thought, as I had to address so 
large an audience of experienced financiers as I 
find here assembled I would take a few lessons 
in practical banking. In my walks about 
Chicago I ascertained the banks were full of 
surplus and idle money seeking investment on 
call at 6 per cent, interest. I concluded I would 
borrow some of it, and let the banks do the call- 
ing. I found they invariably asked me for col- 
laterals, of which ornaments I was entirely des- 
titute. This leads me tolay down my first prop- 
osition in the discussion of the money question 
in this country. What we need is not an ex- 
pansion of the currency ad libitum, but an ex- 
pansion of collaterals.” Storrs’ epigrammatic 
utterances have not lapsed into 
desuetude by the flight of years. 


innocuous 


MODERN BANKING METHODS, 


Those of you gentlemen who passed through 
the decade preceding the war, whatever may 
have been your avocation in life, have carried 
with you lessons of experience on questions 
affecting our national finance which we don’t 
always find incorporated in our modern political 
platforms, and which hold us to such conserva- 
tive views and actions in our business lives in 
no sense conforming with popular sentiment so 
often expressed on the platform and in the halls 
of legislation. As bankers and custodians of 
the people’s money we are compelled to spend 
thousands upon burglar-proof work, throwing 
every safeguard in this direction about our busi- 
ness, and as conservators of correct sentiment 
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and action on all matters of finance coming im- 
mediately under our control, we should be ever 
alert in our action and influence to avert and 
discourage many of the methods and practices 
of modern banking. 

A bank is in nosense an eleemosynary insti- 
tution, and no properly educated public senti- 
ment demands of it something for nothing. 
When your customer asks you to take the risk 
and responsibility of transferring his money to 
distant cities, he is willing to compensate you 
for the expense and hazards of your business. 
It is not so much the volume of one’s business 
as the motto of the Romans, ‘‘ Nulla die sina 
linea,” which the banker interprets, ‘‘ Nota day 
without a profit,” which will augment the re- 
serve of our moneyed institutions more than the 
volume of unremunerating transactions. 

The fiscal and fiduciary interests of the coun- 
try are being controlled by ‘‘ young America,” 
who are rapidly introducing innovations, meth- 
ods, and stimulated enterprises of the age. While 
we would not advise the use of the hearse in the 
collecting of overdue bills receivable, we protest 
against the gift of chromos, gratuitous advertis- 


ing and free exchange to exacting customers of 
a bank. 

As one of tbe youngest of your organization 
(in juniority of membership) I earnestly hope 
that your association may result in lopping off 
many things of modern growth, and by concur- 
rence and unison of, action lead to the adoption 
of more conservative methods and practices in 
the business of banking. 


The officers elected for the ensuing 
year were 

W. A, McHenry, President First Na- 
tional Bank of Denison, President. 

Simon Casady, Cashier Des Moines 
Savings Bank, First Vice- President. 

J. F. Latimer, President Bank of 
Hampton, Treasurer. 

J. M. Dinwiddie, Cashier Cedar Rap- 
ids Savings Bank, Secretary. 

The place of the next convention, in 
1894, will be Des Moines. 
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INQUIRIES AND CORRESPONDENCE. 


HIS department is carried on for the benefit of all subscriber 


eral interest, and expect prompt and 


of those submitting inquiries are pu shed, unless 


Bank’s Liability for Correspondent’s 


Default in Pennsylvania. 
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Edito 
Enclosed 1 
Philadelphiz ink 
pondents. My ide 
*cks, drafts, &c, f 
wher of the ame, and 
such item may be sent fo 
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PHILADELPHIA 


payable in thi 
r collection 


eceived final 


Pennsylvania decisions have always 
been ranked by text writers, and quoted 
in judicial decisions, as holding the do« 
trine that a collecting bank is not liable 
default of its 
Yet 


Pennsylvania are evidently not 


for the correspondent, if 


duly selected. many bankers in 
satisfied 
as to the certainty of the law on this 
point, for on other occasions, as well as 
the present, public notice has issued 
from clearing houses in the state, defin 
ing and limiting the liability of banks 
in the matter of collecting distant items. 
The will be 


briefly quoted below, that it may be de- 


Pennsylvania decisions 


termined whether they sufficiently settle 


the law as bankers would have it, or 


ireful consideration thereof, without charge. 


special reque 


3, who are entitled to submit questions of gen- 
The names and places 
tis made to the contrary 

whether supplemental notices or agree 
ments are necessary to safety. 

In Mechanics Bank v. 
354, the supreme court of Pennsylvania 
that a bank 
delphia who had sent collection items to 


Earp, 4 Rawle, 


(year 1834) held in Phila 


a correspondent, with the instructions 
of the depositors, was not responsible 
for the laches of the latter. The decis 
ion went on the theory that the bank of 


deposit was an agent to /¢ransmit the 


bills only; not to col/ect them The ob- 
jection to this decision is that it left the 


door 


for controversy whether in 


the 


open 


any case bank received 


paper tor 
transmission, or for collection, with a 
possibly different rule of liability in case 
its undertaking was shown to be to col- 
lect 


could not accept this decision as a posi 


In other words, the careful banker 
tive rule governing all cases of items de 
posited for collection. 

In Wingate v. Mechanics Bank, 10 Pa, 


St. 104 (year 13848), the trial judge in 


structed the jury that if the agreement 
by the defendant bank ‘‘was not to col- 
lect the notes deposited, but merely an 
engagement to transmit them to a re- 
sponsible person in Mississippi, the de- 
fendants were not liable, because they 
had transmitted them to a bank in good 
credit.’’ The supreme court, reviewing 
the case, said: ‘‘This instruction, so far 
from being in opposition to Aechanics 
Bank v. 
with it,”’ 

At the this 


dered, then, the supreme court of Penn- 


Karp is in exact conformity 


time decision was ren- 
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sylvania left the question whether a bank 
received an item for collection, or for 
transmission only, to the uncertain de- 
cision of a jury, as a matter of fact; 
with the possible, if not probable, con 
tingency that if in any case the jury 
found the bank had received for cod/ec- 
tron, a rule of absolute liability would be 
decreed. No banker, therefore, could 
rely on these decisions as laying downa 
rule of non-liability for all cases of col- 
lection items deposited, where forwarded 
to a suitable correspondent. What is 
later in the way of decision? 

In Bradstreet v. Pa. St. 
124 (year 1872) a collecting agency re- 


Everson, 72 


ceived certain acceptances, giving a re- 
ceipt stating they were taken ‘‘for col 
lection."”” The court held the receipt 
imported an undertaking to collect, and 
not merely to ¢/ransmit, and applied the 
rule, existing in the state with reference 
to attorneys and collecting agents, of 
absolute responsibility for the negligence 


of agents. 


In Bank v. Goodman, 10g Pa. St. 422 
(year 1885), the court says: 
“The law imposes no unreasonabie obligation upon 


do that which the defendant 


to pertorm 


one who undertakes to 
in this case undertook The entire meas 
ure of that duty was to 
agent tor collection 

principle has, in several instances, been maintained 
that a collecting bank is an agent for transmission to 
a sub-agent to collect, and when this is properly done 
its duty is performed and its re-ponsibility is at an 
end.’ Citing all the cases above; and distinguishing 
Bradstreet v Lverson, Dec 
4 an attorney, and not of a bank 


' 


transmit to a responsible 


* In our own state, the 


4use the agreement in that 


Case Wa: 
the day, therefore, in 


At 
Pennsylvania, the chances are that for 
default of any correspondent, the bank 


present 


of deposit would not be held answer- 
able: and yet the earlier decisions, mak- 
ing a distinction between receipt for 
transmission and for collection, and leaving 
the decision of the point toa jury as a 
question ot fact, made the law unsatis- 
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factory and uncertain; and this uncer- 
tainty is not entirely cleared up by the 
later case of Bank v. Goodman. Theitem 
that 


cash, 


case was a check, de- 
posited as But had 
been a note, indorsed to the bank ‘‘/for 
Would be room 
that in 
evidenced by the 


involved in 
suppose it 


collection.” there not 


for controversy, this case, the 


bank’s undertaking, 
indorsement, was to cv//ect, not merely . 
to 


lish the rule of absolute liability for cor- 


transmit; and an endeavor to estab- 4 


respondent's default? 


On the whole, it is wiser for Pennsy] 





vania bankers to make the collection of 
distant items, a matter of speciai ar- 
rangement as to responsibility 
Recovery of Coliection Proceeds. 
O. W. WELLINGTON & Company's BANK, ) 
CoRNING, N. Y., June 23, 1893 ) 
Edttor Banking Law Journal 
We had this arrangement with a nationa 
bank for collections They sent us their i 
tions on Corning and we remitted lay 
We sent them items on their city and id 
iw places, they to remit on aw ia 
amount received Th National bani i | 
owing i balance fo! lection item nly 
\r we a prelerred reditor a a comm le} 
itor? Yours truly 
QO. W. WELLINGTON 


According to the decision of the 
preme court of the United States in 
Commercial National 
decided last March and reported in full 
in the JouRNAL of May 1, 
of the 


bank’s relation was changed from agent 


Bank v. Armstron 
1893, upon 


collection the items, national 
to debtor; hence, upon its failure before 
remittance, the Corning bank would be 
entitled to share as a common creditor 
only, The theory upon which the de- 
cision proceeds is that during the interim 


between the weekly remittances, the col- 
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lecting bank has the use of the funds as 
its own, which is inconsistent with the 
idea of a trust fund, but consistent with 
its being debtor for the amount. 

state courts 


The doctrine of several 


has been to the contrary, that such col- 


lection proceeds are atrustfund. We 
have given the federal doctrine. If the 


status of the courts of anv particular 
state is desired, we will give all the in- 


formation possible upon designation. 


Notices of Dishonor in Missouri. 


( W Ma tice \ hice 
( \ I I / 
; Sr. Lovis, June 28, 1 \ 
r Banking Law Journa 
Aq ' t t i M t 
t ' “1. ] tty ricl be 
mit rey re ih mr 
your J RNAI TI point n question 1 
ether notice protest t h ndorser 
ent DV ma or delivered in person 
Or in other words, w a notice of protest to the 
rser if sent in to his known address be held 
n law r must uch notice be delivered 
im in person by notary himself, or messenger 
ent by the notary 


Very truly vour 
W. FRANK StREEY. Cashier 


There Missouri 


regulating the manner and mode of giv- 


being no statute in 


ing notice of dishonor, the law 


mer- 
hant, as expounded in the Missouri de- 
cisions, governs. 


Where both the 


reside in the same place 


holder and indorset 


a notice Ay mati 
does not satisfy the law. Barrett v. Fvans, 
28 Mo. Donnell, 53 Mo. 


591; Bank v. Chambers, 14 Mo. App.152 


331; Gilchrist v. 
If, however, the indorser’s residence is 
sutside the city limits, though near the 
and 


oame, 


though his address 1s the 


city post-office, it 1s sufficient if 








notice 
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of protest be deposited, directed to him, 
in the city post-office. Barrett v. Evans, 
above. 

In this last case, the court says: 

‘‘The question in this case is whether 
the indorser of a negotiable promissory 
note, whose residence is near but outside 
the limits of the city of St. Louis, and 
whose post-office is the city office,can be 
served with notice of the protest of the 
note through his 
that of the city? 

‘“‘Where the party to be served is a 


post-office, which is 


resident of the city or town where the 
protest is made, the course required is 
to give him personal notice, or to leave 
it at his dwelling or place of business. 
But if he lives in the 
notice by mail to his post-office will be 
sufficient. the this 
case lived in the country outside of the 


country, then a 


Now as party in 
city, why should not a notice through 
his post-office be sufficient? If we once 
depart from the city limits as the rule as 
to residence, where shall we go? How 
far out must the party be, to deprive 
him of a personal notice or its equiva- 
lent? The 
other rule is preferable for its certainty, 


This must lead to dispute. 


as itleaves no ground for controversy.” 

In Gilchrist v. Donnell, above cited, 
the court says: 

“If parties reside in the town or city 
where demand and protest are made the 
rule, as laid down by this court, is that 
the service must be personal, or by leav- 
ing it at their usual place of business, o1 
with the family at their domicil.” 

These 
clearness, that notice by mail cannot be 


extracts show, with sufficient 
given in Missouri (but must be personal, 
or by leaving at residence or place of 
business) where the indorser resides in 
the same town or city, otherwise, mail 
notice will answer. 


One further point suggests itself: In 
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case the indorser resides out of the city, 
but has a place of business in the city, will 
this latter fact bar the mail notice tothe 
indorser’s residence and require - pet 
sonal or delivered notice to his place ot 
business? 

The best light afforded by the Mis 
souri decisions on this point is in the 
case of Bank of Commerce V. Chambers, 
14 Mo. App 


member of congress who had a place of 


162. The indorser was a 


business in St. Louis, but was attending 


the session at Washington. In ail, five 


notices were sent mail to different 


by 
places, among others, one to Washing 


ton, and one to his place of business in 


St. Louis The court declared the 
notice to the St. Louis place of business 
insufficient, because mailed but the 


Washington notice was held a good one 
In fact congress had taken a temporary 


held 


sufficiency of 


recess, but the court this did not 


impair the legal the notice 


because it would not indicate the in- 


dorser’s absence from the capital during 
recess, or even if 1t did,the notice would 


be sufficient, ‘‘because the controlling 


1 


rule is that where the indorser has dif 
‘ferent residences and different places of 
business, the notice must be sent to the 
place where, upon diligent inquiry, it 
seems most likely to reach him with 
certainty and promptness.”’ 


This 
the 


case, however, does not show 


rule as to notice, where residence 


outside, but place of business in, city, 
as clearly as would be desired; and the 
safest plan, in any case where the in 
dorser has a place of business in the city 
which he regularly attends, would be 
either a personal notice, or personal de 
livery at such place. 

As to the person serving or delivering 
be 
Bank v. Hatch, 78 
Mo. 13, is cited. It is 


the notice, where the notice cannot 


mailed, the case of 


there held tha 
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notice of dishonor does not, ‘‘under the 
law merchant, belong exclusively to the 
The 


holder of the paper is the proper person 


duties of the notary owner or 


to give it.” 


Bank’s Liability for Default of Corres- 4 
pondent x 
iE O| Kt I 
é 
Ci NATIONAL Ba } 4 
N PHILA HIA, O., June 16, 1 \ 4 
ke yf rfag 4 J aT) 
Liditor Hanris Law f/ourna 
I \ 1 te ibmit for y r reply, the following : 
transaction a 
\ one of our dey rs. He dey t k 
tor ti rawn by B, p le to A t the é 
ry 
Farme Bank at Ohio City, O 
We ent the bo ch k t to tt ank 
for payment and rt Irn B kept hi punt at 
the armers Bank d the chee Was promptly 
& 
n i bv the an charg he check I 1 
count But nmediately thereafter the bar 
failed Are we able to A for the amount 
the check whether we et payment from the 


S. O'DONNELI 


In Ohio, the collecting bank is liable 


for its ESV 
465 The bank is 
therefore liable to its customer A for the 


correspondent’s default. Mee 


j 


fank, & Ohio St 


amount, unless it had some special 


agreement with him limiting its liability 


with reference to out-of-town items 


Interest on Certificate of Deposit. 


lowa, June 19, 1 
Kévior Banking Law Journat: 

We issue a time certificate of deposit which 
reads ‘payable twelve months after date at - 
per cent per annum, (No interest after ma 
turitv.”") Some eight months after the issue of 
such certificate, depositor presents same and 
wishes to draw inv of the amount We EN 
DORSE the amount drawn on the back of the cer- 
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tificate and at maturity certificate is presented 


by a subsequent holder for payment of the bal- 


ance and interest. Are we bound to allow in- 


terest on such amount as has been endorsed 


from the date of the certificate up to the date of 


endorsement; or may we pay same with inter 


é ONLY on the PARKY which has REMAINED the 


LL TWELVE months 


CLERK, 


Interest must be allowed for eight 


months on the drawn before 


part ma- 


turity, and for the whole period on the 


The 


before 


balance receipt of part of the 


amount maturity, did not con- 


interest which 
that 


titute a forfeiture of the 


that amount had earned up to 


Lime 


Presentment after Banking Hours. 


SAVINGS BANK, ) 
June 21, 1893. ] 


kditor Banking Law 


oe 
Journal 


I would submit the following question for rs 
ply through your JouRNAI 
\ bank of 


Rk BANK 


our city holds a note PAYABLE A 


hey fail to present same for pay 


ment. In case they should come to our bank 


AFTER OUR CLOSING HOURS (our business hours 


ire the same as the other banks of the city)with 


the intention of making a presentation, find us 


losed and they unable to make a demand,could 


they LEGALLY protest the note under such con- 


litions? The maker of the note had funds to 


credit and note would have been paid if 


presented 
Very truly yours, 


W. FRANK STREET. 


Without discussing the sufficiency of 


a presentment after banking hours, in 


case an officer or employee of the bank 


is found remaining, where, as in this 


case, the bank is closed and no one is 


present upon whom to make demand, 


presentment is insufficient and protest 


unauthorized. Daniel, § 600; Ran- 


dolph, §§ 1092, 3. 


Collections at Neighboring Points 
Where No Notary. 


The Course to Pursue in Such Cases. 


First NATIONAL BANK, ] 
FLAYTONIA, Texas, June 15, 1893. § 


Editor Banking Law Journal: 


1 would like to have your opinion on tollow- 
or if lam correct 
A wholesale 


state sells goods to a retailer at B, and takes his 


Ing Instance 


merchant in town A in other 


note dated at town B, near here, where there is 


no bank or notary public, and payable three 


months after date at B. Before maturity he in 
dorses or discounts at his bank for value, who 
sends tome for collection, being nearest bank, 
saying ‘“‘protest.” On receipt of note I notify 
sending bank collection received, but I will not 
be responsible for improper protest, there being 
no bank or notary at B. At the time I 


have a customer at B who agrees to collect any 


same 


items I have there, doing the best he can for 


me and he does same almost daily. I send him 
this note with instructions to demand payment 
and if 


day due not paid return at once, and 


same is returned unpaid, arriving day after 


maturity. I at once notify the wholesaler, who 
endorser, Officially, that same is unpaid, and 
hold 


notify sending bank 


that bank will him as endorser, and also 


likewise, and return the 


note; that is, | act in capacity of notary except 


as to fee I claim 


no right to protest here, for 
B, and 


over to B, may be 50 miles, and return two days 


paper is payable at notary cannot go 


after maturity. What am I to do with paperon 
surrounding towns if such notice will not an- 
swer? I would be glad to have your reply. 
I read with interest your many decisions in 
JouRNAL and like it very much, 
Yours truly, 


W. WILLeEForRD, Cashier. 
merchant 


The law that 


where there is no notary at the place of 


provides 


dishonor, the protest may be made by 
any respectable private person of that 
place. The supreme court of the United 
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States, in Burke v. 


1544, 1n 
How. 72, use this language: 


“In many cases, even wit 
exchange, the protest m. 


be mad other 


nts 


In Reda V 
Mon gt, the co 


tucky in 1824 


refusal 

nade out and 
of the place wl 
of two witnesses; and it should be m 
drawn up in tt y the 1 


e form required t aw or usage of 


the place where it is made 


With reference to paper payable at B 
requiring protest, or on which protest 
has been instructed, it would be well 
for the resident correspondent there to 
obtain a 
that he 


collect fees as a public officer; but the 


endeavor to commission a 


notary, so might protest and 


quotations from the decisions which we 
have made, show that, although not a 
notary, none being in the place, the 
merchant has the power to make a valid 
protest in the 


presence of witnesses 


Whether formal protest,as distinguished 


from demand and notice, is necessary to 


hold the foreign indorser of a promis- 
sory note, as in the case of a foreign 


bill, is a question not positively settled. 


BANKING LAW 


McKay, 2 


JOURNAL 


It is 


unnecessary discuss or cite au 


thorities upon this question, now, 


Extension Bindingon Bank. 
NATIONAL BANK 
DELTA, 
/ 
. 4 
\ gives | is € » bank for 60 days; at ma- 


turity he does not pay the note but pays the 


discount for another 60 days, and has the orig- 


Now 


which by its 


| note extended for that time since 


the bank holds the original note 


terms 1S overdue, can it proceed at any time 


after expiration of first sixty days to collect, or 


will it have to await the exp 


piration of the see 


4 


ond term of sixty days 
By answering in next number you w 


oblige 


Db 


ill greatly 
Cashier, 


The payment by the debtor of the in- 
terest or discount for sixty days and its 
bank, 


€ xtending the 


acceptance by the constitute a 


consideration for debt, 


evidenced by the note, and the bank 


cannot recover untilthe sixty days have 
expired, in the absence of fraud or mis- 
representation as to solvency by the 


debtor, 


by which the bank was induced 


to extend the time of payment. 


Effect of Certification on Check 
drawer's Liability. 


' 
ORFF & HEINEMAN? 
CuHIcaGco, June 2 


f jeurna 


Can the drawer of a check, which has been 


certified by the drawee, be held responsible fot 
that particular check, in case his bank should 
the check is presented 
granted that the 
check is presented within a reasonable time 
Does 


become insolvent before 


for payment, taking it for 
it make any difference in the above case, 
whether certification was obtained by the drawer 
whether 
drawee had it certified after having received it 


before the drawee accepted it, or 


from the drawer? 
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Your valued opinion on the above would 


greatly oblige Yours truly 


TELLER. 


The law in Illinois on this point was 


settled, in conformity to the law else 


where, by the late aecision of the su- 


preme court in Metropolitan 


Bank v. Jones, reported in the BANKING 


The 


Law JourNAL of July 1, 1891 


court held as follows 


Stockholder as Notary 


FAIRMONT, Minn 


Editor 


Does the law that a stockholder 


Banking Law Fournat. 

is not quali- 
fied to take an acknowledgement as ‘‘notary 
to the bank in 
Minnesota 


of the Union 


public” on instruments running 


which he holds shares, hold good in 


as we see it does in some state 


Ass’. CASHIER, 


In the case of Bank of Benson v. Hoi 
upreme court of Minnesota, December 
12, 1890 (reported in full in the Bank- 
ING Law JouRNAL of 
chattel 


April 15, 1891), a 
bank 


was acknowledged before a notary, who 
the 


mortgage to a Minnesota 


was cashier and a stockholder of 


bank. The bank sought to recover the 


mortgaged property from a_ second 
mortgagee, who contended that the ac 
knowledgment was invalid, and as a 
consequence, that the mortgage was not 
entitled to be filed for record, and that 
the record was not notice to subsequent 
mortgagees. The court said: 
‘A bank take 


knowledgment of an instrument run- 


cashier may the ac- 


ning to the bank; and since the corpora- 


National 


1. Where the payee of a bank check 
has it certified by the bank, he thereby 
releases the drawer from liability there- 
on. 

2. But if the drawer, before deliver- 
ing the check, gets the bank to certify 
it, the essential nature of the check is 
not changed, and the drawer’s liability, 
in case of dishonor upon due present- 


ment for payment, is unaffected. 


in Minnesota. 


tion is an entirely distinct entity, it is 
that a stockholder 


be deemed to have any such interest in 


argued should not 


the deed as to invalidate his official act 
The 


is based on grounds of public policy 


as a notary. opposing argument 
But the question is not really involved 
in this case, for the mortgage was valid 
as between the parties to it without an 
acknowledgment; and as to the defend 
ant, a subsequent mortgagee, the record 
because an instrument so 


was notice, 


acknowledged, not disclosing the 
alleged the 


would be entitled to record and be notice 


disqualification of notary, 
to him, so that he was bound by it.” 

It will that 
Minnesota 


thus be seen while the 


supreme court leaves uncer- 
tain the question whether a stockholder 
is disqualified to act as notary upon in- 
struments running to the bank; so far 
as all purposes of record are concerned, 
his apparent qualification is sufficient to 
entitle the instrument to record, and, 
constitute notice to 


recorded, it will 


subsequent creditors and mortgagees. 
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But this doctrine does not universally 
prevail. In Iowa, for example,* if the 
notary is disqualified, the acknowledg- 
ment will be held void, and the mort- 
gage not entitled to be recorded; and, 
although actually put on record, such 
record will not be constructive notice to 
subsequent mortgagees. In _ lowa, 
therefore, a mortgage to a bank, ac- 
knowledged before a disqualified notary, 
would, although recorded, be a worthless 
security, in case of subsequent encum- 
the 
contrary, the record would constitute 


brances, while in Minnesota, on 
valid notice, although the acknowledg- 
ment, might be deemed invalid. 

On the general subject of what posi 
tions and relations disqualify a notary 
to act in that capacity, and citing state 
disqualifying statutes, see the article, 

(*See Bank v 


Radtke, JOURNAL, Aprili, 1 


I 
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‘Invalidity of Notarial Acts by Reason 
of Interest,” in the Journat.of April 1s, 


1891, page 241; also a former article on 


the same subject, 2 Bankinc Law 
JOURNAL, 223. 
MORTGAGE REDEMPTION IN KANSAS 


The question whether the new 
Kansas 


will soon be passed upon by the supreme court 


redemption 


law of will affect existing mortgages 


of Kansas In a case involving the constitu 


tionality of that section of the law which it is 
claimed makes the act applicable to mortgages 
in existence at the time of its passage, a motion 
was filed to advance it on the docket, but Chief 
Justice Horton announced that the motion would 


not be considered until other cases on the way 


to the supreme court, involving all the sections 
of the act, should arrive They will then be 
advanced together and considered as one case. 


It is thought a decision will probably be given 


I I at the September term, or soon thereatter 
We A 
.™ y ” 
> ty ff. | a , 
<=> PIS War mn <a (Que 
f= “yt Dy. 








